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committb^  on  banking  and  gubrbncy, 

House  of  Represkntatives. 
Thursdaif,  December  31,  1922. 
The  coiiiniitteo  met  at  2.80  o'clock  p.  m.,  Hon.  Louis  T.  McFadden  presiding. 
Tlir  ('nATiiMAN.  Tlie  coiiuiiitfec^  will  be  in  order.    Gentlemen  of  the  com- 
mit tet,  this  is  a  hearing  on  H.  ii.  13125,  a  bill  introduced  by  Kepresentative 
Strong  on  December  4.  1922. 

(The  bill  referred  to  is  as  follows:) 

[II.  R.  1312S,  Sfxty-fieventh  Con^mis,  fourth  8eKKion.I 

A  BILL  To  amend  sections  3,  4.  6.  9,  12.  and  lu  of  the  act  of  » ^ongress  awroved  July 

17,  1916,  known  as  the  Federal  farm  loan  act. 

Jie  it  cnartcd  by  fhr  Senate  and  House  of  Representatives  of  the  United 
states  of  America  l)i  Congress  asseiuhJed  That  the  eighth  paragraph  of 
s(*ction  :i  nf  riie  act  of  ("Vmgress  approved  July  17,  1916,  known  as  the  Federal 
farm  loan  act  l)e  amended  to  read  as  follows: 

"The  salaries  and  expensc^s  of  the  Federal  Farm  Loan  Board  and  farm 
loan  registrars  and  examiners  authorized  under  this  section  shall,  after  June 
30,  1923,  be  paid  by  the  Federal  and  joint-stock  land  banks  in  proportion  to 
their  gross  assets,  as  follows : 

•'The  Farm  Loan  Board  shall,  prior  to  June  30,  1923,  and  each  six  months 
thereafter,  estimate  the  expenses  and  salaries  of  the  Federal  Farm  Loan 
r>uard.  its  ofTicors  and  employees,  farm-loan  registrars,  deputy  registrars,  the 
examiners  and  reviewing  appraisers,  and  apportion  the  same  amongst  the 
Federal  and  joint-stock  land  banks  in  proportion  to  their  gross  assets  at  the 
time  of  such  apportionment  and  make  an  assesment  upon  each  of  such  banks 
pursiumt  to  such  apportionment,  i^ayable  on  the  1st  of  July  or  January  next 
ensuing,  The  funds  collected  pursuant  to  such  assessment  shall  be  deposited 
with  the  Treasurer  of  the  United  States  to  the  credit  of  the  Federal  I.oan 
Board  and  be  by  it  disbursed  upon  proper  voucher  in  payment  for  such  salaries 
and  exposes. 

"If  any  deficiency  shaall  occur  in  such  fund  during  the  half-year  pwiod 
for  which  it  was  estimated,  the  Farm  Loan  Board  shall  have  authority  to 
make  immediate  assessment  covering  such  deficiency  against  the  Federal 
and  joint-stock  land  banks  upon  the  same  basis  as  the  original  assessment. 
If,  at  the  end  of  the  six  months'  period,  there  shall  remain  a  surplus  in  such 
fund,  it  shall  be  deducted  from  the  estimated  expenses  of  the  next  ensuincr 
six  months'  period  when  assessment  is  made  for  such  period.  Land-l)ank 
appraisers  shall  receive  such  compensation  as  the  Federal  Farm  Loan  Board 
shall  fibc  and  shall  be  paid  by  the  Federal  land  banks  and  the  joint-stock  land 
banks  which  they  sorve  in  such  proportion  and  in  such  manner  as  the  Federal 
Farm  Loan  Board  shall  order." 

Sec.  2.  That  the  seventh  subdivision  of  section  4  of  said  act  be  amended  to 

read  as  follows : 

"  Seventh.  To  exercise,  by  its  board  of  directors  or  duly  authorized  officers 
or  agents,  snbject  to  law,  all  such  incidental  powers  as  shall  be  necessary  to 
carry  on  the  busines  herein  described. 

"Aft»  the  subscriptions  to  stock  in  any  Federal  land  bank  by  national  farm- 
loan  associations,  hereafter  authorized,  shall  have  reached  the  sum  of  $100,000, 
the  officers  and  directors  of  said  land  bank  shall  be  chosen  as  herein  provided 
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and  shall,  upon  becoming  duly  qualified,  take  oret  the  management  of  said  land 
bank  from  the  temporary  officers  selected  under  tliis  section. 

"  The  board  of  directors  of  every  Fed^al  land  bank  shall  be  selected  as 
hereinafter  specified  and  shall  consist  of  seven  members.  Three  of  said  direc- 
tors s-1iall  be  known  as  local  directors  and  shall  be  chosen  by  and  be  representa- 
tive national  farm-loan  associations,  and  borrowers  through  agencies;  three 
shall  be  known  as  district  directors  and  shall  be  appointed  by  the  Federal  Farm 
Loan  Board  and  represent  the  public  interest.  The  term  of  office  of  local  and 
district  directors  shall  be  three  years.  The  local  directors  and  district  directors 
shall  within  ten  days  from  receiving  notice  of  their  election  and  appointment, 
and  on  a  date  to  be  de^gnated  by  the  farm  loan  conmiiBsioner  meet  at  the 
Federal  land  banks  of  their  respective  districts  for  the  purpose  of  organization, 
and  shall  at  such  meeting,  and  annually  thereafter  at  their  first  meet'ng  in 
January  elect  a  seventh  director  who  shall  be  experienced  in  practical  farming 
and  actually  engaged  at  the  time  of  his  election  in  farming  operations  within 
his  district,  whose  term  of  office  shall  expire  on  the  15tli  of  the  January  next 
ensuing  after  his  election,  and  who  shall,  during  his  term  of  office,  be  chairman 
of  the  board  of  directors.  In  the  event  the  local  directors  and  district  direc- 
tors shall  fail  by  reason  of  a  tie  vote  to  make  a  selection  of  such  seventh 
director,  the  farm  loan  conmiissioner  ^all  cast  the  deeding  vote. 

"At  leaist  two  months  before  each  election  the  Federal  Farm  Loan  Board  shall 
divide  each  land  bank  district  into  three  divii^ons,  as  nearly  equal  as  possible 
according  to  number  of  borrowers  and  amount  of  loans  outstanding  in  national 
farm-loan  associations  or  borrowers  through  agencies,  and  the  farm  loan  com- 
missioner shall  thereupon  notify  each  association  and  agency  in  writing  that 
an  election  is  to  be  held  for  one  local  director  from  each  of  said  divisions  and 
requesting  each  association  and  agency  to  nominate  one  candidate  for  each 
division.  Within  ten  days  of  receipt  of  such  notice  each  national  farm-loan 
association  and  borrower  through  agencies  shall  forward  nominations  for  direc- 
tor to  said  farm  loan  commissioner*  The  farm  loan  commissioner  shall  th^ 
prepare  a  list  of  candidates  for  local  directors,  consisting  of  the  ten  persons 
securing  the  hi^est  number  of  votes  from  national  farm-loan  assodUitions  and 
borrowers  tiirough  agencies. 

"At  least  one  month  before  said  election  the  farm  loan  commissioner  shall 
mail  to  each  national  farm-loan  association  and  to  each  borrower  through 
agencies  the  list  of  candidates.  The  directors  of  each  nati(mal  farm-loan  asso- 
ciation shall  cast  the  vote  of  said  association  for  one  of  the  candidates  on  said 
list  and  shall  forward  said  vote  to  the  said  farm  loan  commissioner  within  ten 
days  after  said  list  of  candidates  is  received.  In  voting  under  this  section  each 
association  shall  be  entitled  to  cast  a  number  of  votes  equal  to  the  total  voting 
strength  of  the  stoc^olders  in  association  meetings,  and  each  borrower  through 
agencies  shall  be  entitled  to  cast  one  vote  for  each  share  of  stock  held  by  him 
in  the  Federal  land  bank  not  exceeding  twenty  shares.  The  candidate  receiv- 
ing the  highest  number  of  votes  shall  be  declared  elected  as  local  director  of  the 
Federal  land  bank  district  from  his  division.  In  case  of  a  tie,  the  farm  loan 
commissioner  shall  determine  the  choice. 

"  The  Federal  Farm  Loan  Board  shall  designate  one  of  the  district  directors 
to  serve  for  three  years,  one  to  serve  for  two  years,  and  one  for  one  year.  After 
their  first  appointment  each  district  director  shall  be  appointed  for  a  tenn  of 
three  years.  At  the  first  regular  meeting  of  the  board  of  directors  of  each 
Federal  land  bank  the  local  directors  shall  designate  one  of  fheiv  members  for 
a  term  of  three  years,  one  for  two  years,  and  one  for  one  year.  Thereafter 
each  local  director  shall  be  chosen  as  hereinbefore  provided  and  shall  hold 
office  for  a  term  of  three  years.  Any  vacancies  that  may  occur  in  the  board  of 
directors  shall  be  filled  for  the  unexpired  term  in  the  manner  provided  herein 
for  the  original  selection  of  such  directors. 

"  Directors  of  Federal  land  banks  shall  have  been,  for  at  least  two  years, 
residents  of  the  district  for  which  they  are  appointed  or  elected.  No  district 
director  of  a  Federal  land  bank  shall,  during  his  continuance  in  office,  act  as 
an  officer,  director,  or  employee  of  any  other  institution,  association,  or  partner- 
ship engaged  in  banking  or  in  the  business  of  makiog  or  selling  land-mortgage 
loans. 

"  Directors  of  the  Federal  land  banks  shall  receive,  in  addition  to  any  coni- 
pensntion  otherwise  provided,  a  reasonable  allowance  for  necessary  expenses 
in  attendin^^  iiieetina^s  of  their  boards,  to  be  paid  by  the  respective  Federal  land 
banks.  Any  compensation  that  may  be  provided  by  boards  of  directors  of  the 
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Federal  land  banks  for  directors,  officers,  or  employees         be  subject  to  the 

approval  of  the  Federal  Farm  Loan  Board." 

Sec.  3.  That  section  6  of  said  act  be  amended  by  inserting?  immeiliat^  after 
original  section  6  the  following  to  be  known  as  section  6b  of  the  art : 

"  Sec.  6b.  That  the  Federal  Farm  Loan  Board  may,  in  its  discretion  and  as 
hereinafter  provided,  issue  a  charter  for  a  corporation  to  be  known  as  the 
C^tral  Federal  Land  Bank.  Such  corporation  may  be  organized  uimju  applica- 
tion of  seven  or  more  of  ttie  twdve  Federal  land  banks  organized  under  the 
provisions  of  this  act,  which  are  her^j  authorized  to  subscribe  and  pay  for 
the  capital  stock  of  such  corporation : 

"  Any  Federal  land  bank  may  by  resolution  of  its  board  of  directors  authorize 
its  president,  on  behalf  of  such  bank,  to  sign  an  application  for  a  charter  for 
tlie  Central  Federal  Land  Bank,  and  subscribe  for  its  proportionate  share  of  the 
stock  thereof. 

"  Such  resolution  shall  he  by  the  secretary  of  the  bank  duly  certified  to  the 
Federal  Farm  Loan  Board,  and  upon  receipt  of  such  resolutions  from  tlnt'e  or 
more  of  the  Federal  land  banks  the  Federal  Farm  Loan  Board  shall  submit  the 
question  of  oi^nizing  such  a  corporation  to  the  boards  of  directors  of  the  re- 
maining banks,  and  if  as  many  as  seven  favor  the  organization  It  ^all  be 
proceeded  with  as  follows,  namely; 

"  The  Federal  Farm  Loan  Board  shall  designate  from  among  the  presid^ts 
of  the  Federal  land  banks  applying*  for  such  organization  a  committee  of  three, 
to  be  known  as  the  organization  committee. 

"  Such  oommiitee  sliall  fortliwitl.  meet  at  the  office  of  the  Federal  Farm  Loan 
Board  in  the  city  of  AVashington  and  properly  si.2:n  and  file  with  such  board  the 
articles  of  association  for  the  Central  Federal  Land  Bank. 

"  Such  articles  of  association  shall  set  forth — 
The  authority  of  the  signers. 

*'  The  name  of  the  cwporation. 

"The  names  of  the  Fe<leral  land  banks  uniting  to  form  the  corporation  and 

the  amount  of  stock  subscribed  by  each. 

"  The  amount  of  its  initial  capital  stock  which  shall  not  be  less  than  ^oOO 
nor  more  than  $l.fXX),0{K),  divided  into  shares  of  ?100  each  :  Proridcd,  That  snch 
corporation  in  its  articles  of  association  make  provision  for  the  increase  of  its 
capital  stock  from  time  to  time  in  proportion  to  tlie  increase  of  tlie  capital  stiX'k 
of  the  several  subscribing  banks  held  and  owned  by  national  farm-loan  associa- 
tions and  borrowers, 

"  The  purposes  for  which  it  Is  formed,  which  shall  be— 

"  (a)  To  act  as  financial  ag^t  tot  the  Federal  land  banks  and  the  Govern- 
ment of  the  United  States. 

*'(b)  To  issue,  buy,  and  sell  farm-loan  bonds  and  buy  and  s^  obligations  of 
the  Government  of  the  United  States. 

**  (c)  And  when  so  designated  by  the  Secretary  of  the  Treasury  to  serve  as 
depository  of  public  money. 

"  (d)  To  serve  as  a  depository  for  the  Federal  land  banks  and  joint-stock 
land  banks,  \yblch  are  hereby  authorized  to  deposit  their  current  funds  with  it, 
subject  to  check. 

**  Upon  the  receipt  of  such  articles  of  assodatlon  the  Federal  Farm  Loan 

Board  may,  in  its  discretion,  immediately  issue  a  charter  to  such  corporatictfL 

**The  presidents  of  the  several  subscribing  land  banks  shall  be  ex  officio 
directors  of  such  corporation,  and  there  shall  be  no  other  directors,  except  that 
such  directors  may,  in  their  discretion,  by  proper  resolution,  provide  for  an 
additional  director,  who  shall  be  electeil  by  them  and  serve  for  a  period  of 
three  years.  Directors  of  such  corporation  shall  receive  no  compensation  as 
such  directors,  except  their  actual  and  necessary  expenses  in  attending  directors' 
meetings  and  when  otherwise  employed  In  the  service  of  the  corporation. 

"  The  place  of  business  of  snch  corporation  idiall  be  in  the  dty  of  Washington, 
but  It  may  establish  such  brancb  otBceB  as  may  be  by  Its  board  of  directors 
<leemed  necessaiy  for  the  proper  transaction  of  itm  business. 

'*  Such  corporation  shall  have  power — 

"  First.  To  adopt  and  use  a  corporate  seal. 
Second.  To  have  succession  until  it  is  dissolved  by  act  of  Oongress  or  under 
the  provisions  of  this  act. 

"  Third.  To  make  contracts. 

"Fourth.  To  sue  and  be  sued,  complain,  interplead,  and  defend  in  any  court 
of  law  or  equity  as  fully  as  natural  persons. 
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"Fifth.  To  select,  by  action  of  its  board  of  directors,  such  officers  and  eni- 
I^oyees  as  may  be  deemed  necessary  for  tlie  proper  carrying;  on  of  its  business, 
ffic  the  tenure  of  office  and  define  the  duties  of  such  officers  and  employees,  pre- 
scribe their  compensation^  require  bonds  of  than,  and  fix  penalty  thereof,  and 
to  dismiss  such  officers  and  employees  or  any  of  them  at  pleasure,  and  to  ap- 
lK)int  others  to  fill  their  places. 

"  Sixth.  To  prescribe,  by  its  board  of  directors,  subject  to  the  supervision  and 
re^nilation  of  the  Federal  Farm  Loan  Board,  by-laws  not  iiicosistent  with  law 
re^nlatin^  the  manner  in  wlu<'li  its  stock  shall  be  transferred,  its  officers  elected 
or  appointed,  its  property  transferred,  its  general  business  conducted,  and  the 
privileges  ^rranti^d  to  it  by  law  exercised  and  enjoyed. 

Seventh.  To  exercise,  by  its  board  of  directors  or  duly  authorized  officers 
or  agents,  subject  to  law,  all  such  incidental  jwvers  as  shall  be  necessary  to 
carry  on  the  business  herein  described. 

"  Eighth.  To  issue,  buy,  and  sell  Federal  farm-loan  bonds  and  buy  and  sell 
*>bli*T:ations  of  the  United  States  Government.  To  act  as  financial  agrat  for 
Federal  land  banks  subscribing  to  its  stock,  and  the  United  States  GomBmeiit, 
and  perform  all  proper  acts  incident  to  such  a^rencies. 

"Ninth,  To  act  as  depository  for  Federal  land  banks  and  the  Govornmont 
of  the  United  States:  Pravidcih  That  all  restrictions  impos(?d  by  this  act  upon 
the  iU'pos  t  of  oublic  money  with  Federal  bni  l  b;nd<s  shall  apply  to  dc^posits 
with  the  Central  Federal  Land  Bank.  To  depi>sit  its  funds  witli  member 
banks  of  the  Federal  reserve  system. 

"  Tenth.  To  receive  deposits  of  current  funds  for  the  purchase  of  farm-loan 
bonds  or  obligations  of  the  United  States  Government,  give  receipt  therefor, 
and  pay  interest  on  such  deposits. 

"  Eleventh.  To  borrow  money,  jrive  security  therefor,  and  pay  interest 
thereon.  Shjirehohlers  of  such  corporation  shall  be  held  individually  re- 
sponsible, equally  and  ratably,  and  not  one  for  another,  for  all  contracts,  debts, 
and  eniraprenients  of  such  corporation  to  the  extent  of  the  ani(»unt  nf  stock  owneil 
by  them  at  the  par  value  thereof,  in  addition  to  the  amouni  paid  in  and  repre- 
sented by  their  shares. 

"  The  power  hereby  conferred  upon  the  Central  Federal  Land  Bank  to  issue 
Federal  :ferm-loan  bonds  shall  be  exercised  as  follows: 

"  When  any  Federal  land  bank  shall  desire  to  make  an  issue  of  farm-loan 
bonds  and  shall  make  application  to  the  Farm  Loan  Board  for  the  approval  of 
such  issue,  as  in  th-s  act  provided,  it  shall  transmit  copy  of  such  application 
to  the  Central  Federal  Land  Rank,  with  a  request  to  said  bank  to  make 
such  issue  on  its  behalf  when  the  same  has  been  approveil  by  the  Federal 
Farm  Loan  Board. 

"When  an  issue  of  farm-loan  bonds  by  any  Federal  land  bank  has  been 
approved  by  the  Federal  Farm  Loan  Board  it  shall  certify  such  approval  to 
the  CJentral  Federal  Land  Bank,  whicfh  shall  thereupon  be  fully  authorissed  to 
issue  such  bonds. 

*'Each  Federal  land  bank  subscribing  to  the  stock  of  the  Central  F'ederal 
Land  Bank  shall,  by  appropriate  resolution  of  its  board  of  directors  spread 
upon  its  minutes*  agree  to  become  liable  for  and  to  pay,  upon  demand,  any 
inatnrtMl  farm-loan  bond  issued  l)y  the  Central  Federal  Land  Bank  or  any  past 
due  interest  im  any  such  bond. 

"Federal  farm-loan  bonds  issuefl  by  the  Central  Federal  Land  Bank  shall 
be  in  all  respects  governed  by  the  provisions  of  this  act  as  to  Federal  farm- 
loan  bonds,  and  such  bonds  shall  be  deemed  and  held  to  be  instrumentalities 
of  the  C}ovemm«it  of  the  United  States,  and,  as  such,  they  and  the  income 
derived  thereon  shall  be  exmpt  from  Federal,  State,  municipal,  and  local 
taxation. 

"Each  Federal  land  bank  snbscribin.ir  to  the  capital  stuck  of  the  Central 
Federal  Land  Bank  shall  l)e  primarily  liable  for  the  payment  of  the  principal 
and  iritei'est  of  all  farm-loan  bonds  issued  by  tlie  Central  Federal  Land  Bank 
<»n  its  behalf,  and  shall  deposit  with  the  Central  Federal  Land  Bank,  at  least 
one  day  before  maturity,  funds  suifficieut  to  pay  all  accruing  interest  on  matur- 
ing bonds." 

Sec.  4.  That  section  9  of  said  act  be  amended  by  adding  thereto  the  fol- 
lowing: 

"Any  solvent  nati(mal  farm-loan  association  may  go  into  vohmtary  liquida- 
tion as  prescribed  herein  upon  the  vote  of  two-thirds  of  the  votin^r  stock  of 
such  association.    Any  association  desiring  to  avail  itself  of  this  provision 
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shall  submit  the  question  of  going  into  liquidation  to  a  regular  meeting  of  the 
stockholders  or  at  a  special  meeting  called  for  that  purpose,  of  which  at  least 
tesEi  days'  notice  in  writing  shall  be  given  to  each  shareholder.  If,  at  such 
meeting,  two-thirds  of  the  voting  stock  of  such  association  shall  vote  in  favor 
of  voluntary  liquidation,  the  secretary-treasurer  shall  spread  the  result  of 
such  vote  upon  his  record  and  certify  the  same  to  the  Federal  land  bank  of 
the  proper  district.  Upon  receipt  of  such  certificate  the  Federal  land  bank 
shall  cause  to  be  made  such  investigation  as  it  deems  proper  into  the  affairs 
of  such  association,  and  if  it  be  found  that  such  association  has  no  debts, 
and  that  there  are  no  delinquent  payments  due  from  members  of  such  asso- 
ciation to  the  Federal  land  bank,  it  shall  forward  all  the  papers  in  the  case 
to  the  Federal  Farm  LoaB  Board  with  its  recommendations.  The  Federal 
Farm  Loan  Board  shall  make  such  investigation  as  it  d«»ns  proper  and,  if 
satisfied  that  the  liquidation  should  be  allowed,  shall  so  direct.  Upon  final 
liquidation  of  any  national  farm-loan  association,  under  the  provisions  of  this 
section,  the  stock  in  the  Federal  land  bank  held  by  such  association  shall  be 
canceled  nnd  tlie  Federal  land  bank  shall  thereupon  issue  to  the  lioi  rowers 
through  such  association  an  amount  of  stock  in  the  Federal  land  bank  equal  to 
tile  anuiiint  of  stock  lield  by  sncli  l^<»iTo\vers  in  ilie  li(|nidated  association,  su(*h 
stock  to  be  held  by  the  bank  as  collateral  to  the  loans  of  such  borrowers  and  to 
be  paid  off  and  retired  at  par  in  the  same  manner  a^;  stock  held  by  borrowers 
in  farm*Toan  associations,  an'd  the  Federal  land  bank  shall  pay  to  the  borrowero 
hold  such  stock  the  same  dividends  as  are  paid  to  national  farm  loan  asso- 
ciations by  such  bank," 

Skc.  5.  That  the  fourth  paragraph  of  section  12  of  said  act  be  amended  to 
read  as  follow  s : 

Fourth.  Such  loans  may  be  made  for  the  following  puri)oses«  wnA  for  no 
other: 

"(a)  To  provide  for  the  purchase  of  land  for  agricultural  uses. 

"(b)  To  provide  for  the  purclmse  of  equipment,  fertilizers,  and  live  stock 
necessary  for  the  proi)er  and  reasonable  operation  of  the  mortgaged  farm,  the 
term  '  equipment '  to  be  defined  by  the  Federal  Farm  Loan  Board* 

"(c)  To  provide  buildings  and  for  the  improvement  of  farm  lands,  tlie  term 
*  improvement '  to  be  defined  by  the  Federal  Farm  Loan  Board. 

"(d)  To  liquidate  indebtedness  of  the  owner  of  the  land  mortfra??ed." 

And  that  the  seventh  paragraph  of  said  section  be  amended  by  striking:  out 
the  figure  "$10,000"  and  inserting  in  lieu  thereof  "$25,000,"  so  tiiat  the 
parais^raph  as  amended  shall  read: 

**  Seventh.  The  amount  of  loans  to  any  one  borrower  shall  in  no  case  exceed 
a  maximum  of  $25,000,  nor  shall  any  loan  be  for  a  less  sum  than  $100:  ProvideA^ 
That  if  any  Federal  land  bank  shall  have  subndtted  an  application  for  loan 
in  excess  of  $25,000  which  it  desires  to  make  it  may  submit  such  application 
to  the  Federal  Farm  Loan  Board,  and  said  board,  if  satisfied  with  the  security 
tendered  and  that  the  loan  is  for  proper  purposes  and  in  the  interest  of  agri- 
cultural development,  may  authorize  the  makinc:  of  such  loan  if  within  the 
maximun*  allowed  to  jc^int-stock  land  banks  in  the  same  land-bank  district." 

Sec.  6.  That  section  15  of  said  act  be  amended  to  read  as  follows: 

"Sec.  15.  That  whenever  it  shall  appear  to  the  Federal  Farm  Loan  Board 
to  be  necessary  to  tJie  proper  service  of  borrowing  farmers  in  any  locality  said 
board  may,  in  its  discretion,  authorize  Federal  land  banks  to  make  loans  on 
farm  lands  direct  to  borrowers  and  to  designate  local  agents  to  receive  sucdi 
applications  and  repres^t  the  bank  in  the  closing  of  such  loans.  Such  local 
agents  shall  serve  at  the  pleasure  of  the  bank  and  shall  give  surety  bond  for 
the  faithful  performance  of  their  duties  in  such  sum  as  the  Federal  Farm  Loan 
Board  shall  prescribe  and  may  collect  from  each  borrower  at  the  time  the  loan 
is  closed  such  compensation  as  the  Federal  Farm  Loan  Board  mny  api)rove, 
not  excee<ling  1  per  cent  of  the  amount  of  the  loan  made,  witii  a  minimum  of 
$5  per  loan. 

Such  loans  shall  be  subject  to  the  same  conditions  and  restrictions,  as  far 
as  are  in  their  nature  applicable,  as  if  the  same  were  made  through  a  national 
farm  loan  association^  and  each  borrower  shall  contribute  5  per  cent  of  the 
amount  of  his  loan  to  tiie  capital  stock  of  the  Federal  land  bank  and  shall 
becf)me  the  owner  of  as  much  capital  stock  of  the  land  bank  as  such  contributiw 
shall  warrant. 

"Shareholders  in  a  Federal  land  bank  under  this  provision  shnll  be  held 
individually  re^onsibl^,  eqnaJlj'  and  ratably,  and  not  one  for  another,  for  all 
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contracts,  debts,  and  engagements  of  snch  bank  to  the  extent  of  the  amount 
of  stock  owned  by  them  at  the  par  valne  thereof  in  addition  to  the  amount 

pmVl  in  and  represented  by  their  shares. 

"  Borrowers  under  this  provision  shall  acquire  their  stock  at  par  and  shall  be 
paid  such  dividends  as  are  paid  on  the  stock  held  by  farm  loan  associations, 
and  the  stock  of  any  such  borrower  may  be  retired  at  par  at  any  time  by 
order  of  tlie  board  of  directors  of  the  bank,  with  the  approval  of  the  Farm 
Loan  Board,  and  shall  be  retired  and  paid  olf  at  par  upon  the  payment  of  the 
loan  of  such  borrower.  Snch  stock  shall  be  retained  by  the  Federal  land 
bank  issuing  the  same  as  collatoral  security  for  the  lo^  of  such  borrower. 

**Thi8  am^idmrat  fiOiall  not  operate  to  prejudice  the  rights  of  any  agent 
heretofore  designated  under  the  provision  of  the  original  section  15. 

"Any  borrower  who  acquires  stock  in  the  Federal  land  bank  under  the  pro- 
visions of  this  section  shall  have  one  vote  in  all  meetings  of  shareholders  of 
the  bank  for  each  share  of  stock  owned  by  such  borrower  not  exceeding  twenty 
votes  and  51  like  number  of  votes  in  the  election  of  directors  of  such  banks, 
such  votes  to  be  cast  and  canvassed  in  such  manner  as  the  Federal  Farm  Loan 
Board  shall  provide. 

'*Any  ten  borrowers  under  this  section  whose  loans  aggregate  not  less  than 
$204)00  may  at  any  time  organize  themselves  into  a  national  farm  loan  assoda- 
tSon  by  filing  with  the  proper  Federal  land  bank  th^  articles  of  a«9odation 
in  such  form  as  the  Fed^al  Farm  Loan  Board  shall  prescfibe.^ 

;Mr.  Strong.  Mr,  Chairman,  Congressman  Towner,  of  Iowa,  would  like  to  be 
lieard  first  because  of  another  engagement  that  he  has,  and  Judge  Lobdell  1ms 
consented  to  step  aside  and  let  the  Congressman  go  ahead  for  a  few  minutes. 

The  Chaikman,  Mr.  Towner,  we  will  be  very  glad  to  hear  from  you  now. 

STATEKENT  OF  HON.  HOBACS  M.  TOWNEB,  A  KEKBEE  IN  CON- 

QBBSS  FBOK  THE  STAI^B  OF  IOWA. 

Mr.  Towner.  Mr.  Chairman,  I  appreciate  very  much  the  courtesy  of  being 
allowed  to  malce  a  short  statement.  I  am  strongly  in  favor  of  this  bill,  H.  R. 
13125,  and  all  of  its  provisions.  However,  I  will  not  undertake  to  discuss  any 
particular  part  of  it,  except  the  provision  in  the  bill  which  increases  the  limit 
of  farm  loans  from  $10,000  to  $25,000.  I  am  very  heartily  in  favor  of  that  pro- 
vision, because  in  Iowa  we  find  a  very  great  need  for  this  increase.  In  our 
State  the  average  farm  is  what  we  call  a  quarter  section,  or  about  a  160-acre 
farm.  Hie  average  value  of  lands  hi  Iowa  is  over  $200  an  acre ;  I  thhik  the  last 
time  they  took  the  valuation  of  the  farms  it  was  $226  an  acre. 

Of  course,  we  all  understand  tile  conditions  g^ierally  <rf  the  farmers,  especi- 
ally in  the  Middle  West.  They  are  in  debt.  There  are  very  few  farmers  that 
are  actually  farming  their  land  who  are  not  very  extensively  in  debt.  I  will 
not  discuss  the  reasons  of  that;  they  are  many,  and  it  would  not  serve  any 
useful  purpose  to  go  into  that  part  of  the  matter.    The  fact  exists. 

The  limitation  of  $10,000  on  farm  loans  is  altogether  too  small  for  the  Iowa 
farmer ;  in  fact  it  is  too  small  for  almost  any  of  the  farmers  of  the  Mississippi 
Valley.   It  is  not  even  limited  to  that,  Mr.  Chairman. 

The  censos  fignres  show  tiiat  the  average  value  per  &rm  in  Iowa  is  $3S,d41. 
A  loan  of  $10,000  is  little  more  than  one-fourth  of  that  valuation.  The  valua- 
tion of  the  farms  in  South  Dakota  is  $37,000,  which  shows  also  a  like  condition. 
In  Nebraska  it  is  $33,000  and  in  Nevada  $31,000.  The  reason  for  that  is  that 
there  is  such  a  dissimiliarity  in  the  average  size  of  the  farms.  The  Iowa 
farm,  as  I  have  stated,  is  about  160  acres  on  the  average.  In  South  Dakota 
it  is  over  400  acres,  and  in  Nebraska  it  is  almost  400  acres  of  land ;  in  Nevada  it 
is  over  700  acres.  But  the  valuation  of  the  farms,  you  can  see  by  these  illustra- 
tions is  of  such  a  nature  that  a  $10,000  loan  on  any  of  these  farms  is  not  really 
what  is  required  in  very  many  instances. 

Of  course,  we  all  understand  that  it  is  a  difficult  tiUng  to  even  seem  to  en- 
courage farm  indebtedness.  But  we  are  not  presented  w^th  that  question.  The 
fact  is  that  the  indebtedness  exists,  and  the  fact  is  that  we  ought  to,  if  we 
possibly  can,  bring  that  indebtedness  within  two  very  advantageous  acrazige- 
ments,  if  it  possibly  can  be  done. 

In  the  first  place,  we  ought  to  make  the  rate  of  interest  just  as  low  as  it  is 
possible.  That  can  only  be  done  by  an  indebtedness  such  as  is  contemplated 
by  this  bill,  and  such  as  is  granted  by  the  Federal  farm-loan  system — an  indebted- 
ness that  carries  now  a  rate  of  interest  of  only  5i  per  cent ;  and  which  will  soon 
be  only  5  par  cent. 
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Especially  advantageous,  Mr.  Chairman,  is  the  amortization  feature.  It  is 
not  sufficient  that  we  should  make  the  farm  loan  an  easier  burden  and  a  lighter 
burden ;  it  is  also  important  that  we  should  increase,  if  we  possibly  can,  a 
method  by  which  these  loans  and  this  indebtedness  can  be  lessened  and  be 
wiped  out.  The  amortization  of  ttiese  Federal  farm  loans  aUows  that  to  be 
done. 

I  have  before  me  a  very  striking  statement  regarding  the  method  bv  which 
not  only  is  the  amount  required  greatly  lessened,  to  leave  out  of  consideration 
any  temporary  indebtedness  which  carries  a  rate  of  8  per  cent,  but  evcMi  as 
between  the  ordinary  farm  loan  and  the  amortized  farm  loan,  as  offered  by 
the  Federal  farm  loan  system,  th«e  is  a  very  great  saving  to  the  farmer. 

This  illustration  makes  a  comparison  b^een  a  Federal  farm  loan  of  |KMXX> 
for  Mi  years  period  with  and  without  the  amortization  feature.  The  int^iest 
at  5*  per  cent,  not  compounded,  is  $550  a  year  on  the  ordinary  farm  loan,  and 
the  principal  and  interest  on  such  a  loan  would  amount  to  $18,975  for  that 
period,  and  the  principal  would  still  be  unpaid— the  $10,000— which  would  make 
the  total  amount  $28,975. 

Mr.  Stevenson.  For  how  many  years? 

Mr.  Towner.  Thirty-four  and  due-half  years,  in  order  to  make  a  comparison 
with  the  Federal  farm  loan. 
Under  the  Federal  plan  you  will  pay  $325  each  six  months,  wfaidi  amounte  to 

$22,424.70.  So  that  the  total  amount  paid  under  the  Federal  farm-loan  plan  is 
$22,424.70 ;  and  the  entire  loan,  both  principal  and  interest  is  paid  making  a 
saving  in  favor  of  the  Federal  farm-loan  plan  between  $28,075  and  the  $22,424.70 
of  the  Federal  farm-loan  plan,  which  makes  a  savins  of  a  total  amount  to  be 
paid  of  $6,550.30. 

This  comparison  shows  the  great  advantage  of  the  Federal  system. 

Of  still  greater  value  is  the  advantage  in  the  encouragement  that  is  always 
before  the  borrower  tamt  he  is  finally  wiping  out  his  indebtedness,  so  that  he 
can,  at  the  end  of  this  period,  have  the  farm  for  himself  and  for  his  children; 
that  his  farm  and  home  will  be  free  of  this  terrible  encumbrance.  Of  course, 
that  applies  equally  and  proportionately  to  any  farm  loan  of  any  size,  but  as 
to  the  comparison  between  the  two  methods  the  great  adyantai^  of  the  Federal 
farm-loan  system  must  be  apparent  to  anyone. 

Mr.  Strong.  I  would  lilie  to  suggest  another  great  advanta^^e.  and  that  is 
when  the  loan  is  once  made  the  farmer  never  has  to  fear  that  when  the  loan 
becomes  due  there  may  be  a  scarcity  of  money  which  will  require  him  either  to 
pay  the  loan  or  to  pay  a  much  higher  rate  of  interest 

Mr.  TowNSs.  That  is  very  true.  Of  course,  this  does  not  really  represent 
the  cost  by  any  means,  because  in  a  great  many  instances  the  ordinary  loan  has 
to  be  renewed  at  least  each  5  or  10  years.  The  Fedmd  loan  has  never  to  be 
renewed.  Besides  this  there  is  an  arrangement  for  payments  of  more  than  the 
principal  and  interest,  which  would  reduce  still  further  the  showing  in  fiivor 
of  the  Federal  farm  loan  system. 

Mr.  Chairman,  may  I  olfer  this  for  the  record? 

The  Chairman.  It  will  be  placed  in  the  record  at  this  point 

(The  newspaper  clipping  referred  to  is  as  follows:) 

"  The  saving  between  the  Federal  loan  running  841  years  and  the  short-time 
loan  is  rather  soxprlging.  Take  a  $10,000  loan  tor  end^pte: 


The  interest  at  5i  per  cent  (not  compounded)  is  $550  a  year;  in 

34i  years  the  interest  alone  amounts  to  $18,  975.  00 

And  you  still  owe  the  principal   10, 000. 00 


Total   28,975.00 

Under  the  Federal  plan  you  pay  $325  each  six  months,  68  times 

(34  years)   22,100.00 

And  the  sixty-ninth  time,  making  34i  yeai'S  in  all,  is   324. 70 


Making  a  total  of  22, 424. 70 


And  iJie  entire  loan,  botJi  interest  and  prin<^^  is  paid,  and  the 

savlag  Is — ^   28,975.00 

Less^w   i.,     22,424.70 


Total  -^^^^ —  J   6, 550. 30 
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**  No  expense  of  procuring  eitlier  loan  is  considered.  But  under  tlie  Federal 
plan  you  know  there  is  but  one  exi>ense  iu  34i  years,  practically  a  lifetime,  aad 
the  interest  rate  can  never  be  higher. 

"  The  options  of  prepayment  are  handled  individually  in  each  case,  but  we 
are  given  to  understand  they  are  very  liberal.  In  case  of  sale  of  the  land, 
deatli,  and  settlement  of  an  estate,  or  if  the  borrower's  earnings  permit  him  to 
retire  liis  loan  faster  than  the  loan  itself  provides,  it  is  the  policy  of  the  bank 
to  accept  partial  payments  each  six  months.  No  hard  and  fast  rule  is  laid 
down,  'nit  the  borrower  is  at  liberty  to  ask  any  accommodation  he  wishes, 
along  that  line  and  his  request  will  be  considered  individually. 

"The  Federal  land-l)ank  stock  is  now  paying  about  10  per  cent  and  the 
dividends  are  paid  in  cash  semiannually. 

"  The  service  of  appraisal  and  closing  is  very  prompt,  and  in  all  eases  that 
have  come  to  our  knowledge  this  method  of  borrowing  seems  to  give  entire 
satlafactlon." 

Mr.  TowNEB.  Mr.  Chairman,  I  am  not  going  to  take  the  time  of  the  committee 
at  length  to  discuss  the  question  any  further  than  I  have.  I  am  going  to  ask 
that  a  little  pamphlet  which  is  published  by  the  AuKu-ican  Farm  Bureau  Federa- 
tion shall  be  inserted  in  the  record.  It  mak^  a  vc^y.  complete  pjod  succinct 
statement. 

The  Chaikman.  How  extensive  is  it? 

Mr.  Towner.  Well,  it  is  10  pages,  but  these  are  rather  large  print. 
Mr.  WiNGO.  I  think  that  ought  to  go  in,  because  it  is  a  very  fine  statement  of 
the  proponents. 
Mr.  Fenn.  I  think  so,  too. 

Mr.  Towner.  There  are  ^>ecially  some  figures  here,  giving  the  number  of  all 
the  farms  in  each  State,  the  total  number  of  farms ;  then  the  average  acreage 
and  the  value  of  the  farm  proinerty ;  and,  also,  the  aggregate  val^e  of  property 
as  a  loan. 

The  Chairman.  I  notice  a  map  on  the  back  cover. 

Mr.  Towner.  Yes;  but  I  would  not  ask  you  to  go  to  the  additional  expense 
of  having  that  printed.  And  if  I  may,  I  will  offer  that  for  the  record. 
The  Chairman.  It  will  go  in  at  this  point 

(The  pamphlet  of  the  American  Farm  Bureau  Federation  referred  to  is  as 
follows:) 

Tbb  Loan  Limit  os*  thb  WwmAJL  Imjto  Banks  Should  Be  Increased  to  $25*000. 

fT  nbUshed  by  the  AmeHcan  Farm  Bureau  Feelemtion.  Chicago,  111.,  NoTCinber  10,  19^.] 

The  American  Farm  Bureau  Federation  calls  attention  to  the  foUowiu^^  bills 
now  pending  in  Congress: 

H,  K.  4131,  by  I{e]»resenrafi>  e  Townei*,  of  Io\^a 

H.  R.  -I9S3,  hy  Representative  .McLaughlin,  of  Nebraska. 

S.  2247,  by  Senator  Jonesr,  of  New  Mexico 

S.  3445.  by  Senator  Simmons,  of  North  Carolina 

The  first  three  of  said  bills  provide  for  amending  the  farm  loan  act  to 
increase  th^  individoal  loan  limit  from  the  pre^nt  limit  of  $10,000  to  $25|000. 
The  bill  of  Senator  Simmons  provides  for  an  increase  to  $20,000. 

Recognizing  the  importance  of  the  early  r^i^s^J^P:e  of  one  of  these  measures, 
and  in  compliance  with  request??  from  actual  farmers  and  farm  bureau  mem- 
bers and  officers  throughout  the  entire  Nation,  the  American  Farm  Bureau 
Federation  hrieflv  ]>reseni.->  herewith  the  points  in  support  of  such  amend- 
ments an<l  respectively  urges  the  Members  of  Congress  to  expedite  the  passage 
of  this  necessary  legislation. 

6EinSKAT.  FloAN  OF  FED&RAX.  T^Nn  BANKS. 

The  Federal  ftirm  loan  act  provides  for  the  organization  of  12  Federal 
land  banks  to  operate  under  the  supervision  of  the  Federal  Farm  Loan  Board, 
a  bureau  of  tho  Fnlteil  States  Treasury  Department.  The  general  scheme  is 
founded  upon  the  pi-incii>U^  that  the  farmer,  vrith  his  recognized  sound  secur- 
ity the  farm  mortgage— did  not  have  recess  heretofore  to  the  best  reservotel 

of  credit  at  the  lowest  rates  because  his  security  was  handled  individually. 
The  farm  loan  act  made  provision  for  the  pooling  of  his  securities  with  those 
of  his  fellow  farmers  under  a  cooperative  plan  and  nnder  the  supervision  of 
the  Government    The  administration  of  tiie  system  has  been  efficiait  and 
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conservative ;  that  it  has  not  served  agriculture  as  extwisively  as  desired  is 
due  largely  to  the  presmt  loan  limit,  which  bars  a  lai^  peroentege  of  the 
Nation's  farmers  from  its  benefits. 

^  The  Federal  land  banks  may  make  loans  only  to  persons  who  operate  the 
farms  on  which  the  loan  is  desired  and  they  are  restricted  to  loans  for  agi-i- 
cultural  purposes  on]y :  that  is  to  say:  (1)  To  purchase  land  for  agricultural 
uses:  (2)  to  buy  livestock,  equipment,  and  fertilizer;  (3)  to  provide  buildings 
and  improvements  on  farm  lands;  (4)  to  liquidate  mortgages  and  other 
indebtetlness  for  agricultural  purposes.  The  borrower  is  requireil  to  take 
5  per  cent  of  the  amount  of  his  loan  in  stock  of  the  local  loan  association, 
which,  iu  truth,  takes  an  equal  amount  of  stock  of  the  Federal  land  bank. 
As  stocfchoUders  the  associations  directly,  and  the  borrowers  indirectly,  share 
in  the  net  profit  of  the  Federal  land  baiiks. 

THB  ^HQSSKNT  AfiBICULTURAL  CBISIS. 

The  F*Mlei*al  farm  loan  act  now  restricts  htans  to  any  individiml  farmer  to 
$10,00C^.  Tliis  is  the  principal  <1efect  in  this  legislation,  and  the  present  agri- 
cultural situation  calls  for  its  inunediate  corieetion.  The  discouraging  decline 
of  farm  conunodity  prices  has  createtl  havoc  generally  throughout  the  agri- 
cultural districts  of  the  entire  Nation,  Farmers,  like  every  other  class  and 
interest,  have  incurred  an  immense  burden  of  debts,  biit  unlike  the  others 
they  have  been  asked  to  liquidate  these  debts?  by  the  sale  of  farm  products 
which  have  declined  far  l>eIow  other  comnuKlity  prices.  There  is  no  ;u  t  of  legis- 
lation which  can  al(»ne  make  the  fnnner  prosi)erous,  l»ec5iuse  ultinuitely  what 
he  re<piires  is  that  he  shall  ^^et  a  fa-r  price  for  the  thiuirs  he  irrows.  However, 
we  rect>j^nize  that  ade<iua*te  credit  facilities  of  the  three  classes — short-time, 
six  months'  ]>aper.  eligible  for  rediscount  with  the  Federal  reserv<^  system  i 
intermediate  credits  proposed  foi-  the  necessary  grain  and  live-st<>ck  turnover 
up  to  three  years,  and  the  long-term  amortized  fann  mortgage  loan  of  the 
Federal  land  banks— will  enable  the  farmer  generally  to  protect  himself  against 
a  ruinous  market  until  such  time  as  economic  forces  restore  his  commodity 
prices  to  a  fiiir,  compensatory  level. 

ALI*  FABHSSS  N£1CD  F£D£BAI.  lAND  RANK  ijOANS. 

/  The  Feiierai  land  l»anks  now  oft'er  the  lowest  net  rate  to  farmers.  They  are 
(a  dist'nct  success  in  cooperative  finance  and  thousands  of  farmers  now 
barred  because  of  the  loan  limit  of  $10,000  are  anxious  to  pool  their  securities 
with  flieir  fellow  farmers  in  this  great  cooperative  system.  Should  they  be 
denied  access  to  this  system?  The  most  distress  in  agriculture  tOHlay  is 
prevalent  in  the  best  agriculutral  secti<ms  of  th  Nation  where  this  present 
loan  limit  is  an  effective  bar  to  the  complete  development  of  the  farm  loan 
system.  The  reason  for  this  is  apparent.  The  small  farmer  n;aking  but  a 
bare  living  from  his  land,  in  the  period  of  easy  credits  was  deu'ed  extensive? 
credit  for  the  all-sufficient  reason  that  his  success  in  fanninji  :tnd  his  i>ro])- 
erty  hi^ldinjxs  were  not  such  as  to  justify  the  local  banker  in  ex^endinjj  credit. 
On'  tin-  other  hand,  the  ranches,  the  corn-belt  farmer,  those  operatin^s:  the 
most  attractive  units,  were  the  men  who  enjoyed  practically  unresitricted 
credit.  They  incurred  a  large  volmne  of  deb's,  based  upon  farm  commodity 
values  which  not  only  the  farmers  but  the  bankers  believed  to  bfe  reaaonably 
permanent. 

When  the  break  came,  tens  of  thousands  of  farmers  rated  well  i<»  do,  found 
themselves  confronted  with  an  immense  voltime  of  debts  whicii  had  to  be 
paid  out  of  the  farm  conunodities  which  had  seriously  shrunk  in  market 
value.  These  farmers  and  ran<'!iiHen  beeame  seriously  dls  r<'sse<1.  TlKaisands 
of  them  have  gone  into  bankruptcy,  and  the  amortization  of  the  debts  of  the 
remainder  over  a  \onix  period  of  years  at  the  lowest  possible  net  cost  is  the 
outstanding  necessitv  of  all  such  farmers  in  every  State  in  the  Union  who  are 
now  denied  access  to  the  Federal  land  bank  system  because  of  this  unreascm- 
able  limit  of  $10,000. 

The  loan  limit  of  $10,000  was  inadequate  at  the  time  of  the  passage  of  the 
farm  Joan  act  in  1916.  As  land  values  have  advanced,  this  linn't  has  bwome 
more  unsatisfactory.  In  this  period  of  fluctuating  conunodity  values,  we  are 
all  agreed  that  the  tinal  basic  level  will  exceed  the  11)1*)  valties.  This  will  l>e 
true  of  land  as  well  as  the  products  of  the  land.  I'ermanent  prosperity  is  de- 
pendent upon  a  fair  level  of  values  of  the  products  and  property  of  every  class 
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and  interest.  It  is  certain  therefore  that  the  limit,  inadequate  at  the  time  it 
was  fixed  in  191G,  must  now  be  adjusted  to  w&at  eiqperlatce  and  conditions  have 
demonstrated  is  necessary. 

WHAT  IS  THE  PROPER  LOAN  MMIT  FIGURE? 

The  continued  success  of  the  Federal  hind  banks  will  be  assured  if  the  best 
security  is  linked  with  the  poorest,  the  hir^^est  farinor  with  the  smallest,  and 
the  most  productive  land  from  the  richest  a.i^riculturul  territory  of  the  Nation, 
with  the  less  valuable  lands  where  experience  has  demonstrated  Joans  can  not 
be  made  with  the  same  degree  of  profit  and  safety. 

The  Federal  reserve  system  made  provision  for  membership  of  the  stronjy  as 
well  as  the  weak  banks  of  the  Nation.  The  same  principle  should  be  applied 
to  the  Federal  land  banks  for  two  reasons :  First,  it  is  unjust  to  deny  the  larger 
farmer,  who  is  contributing  most  to  food  production,  equal  opportunity  to  enjoy 
the  benefits  of  the  cooperative  system  with  the  smaller  fnrmer;  and  second,  it 
is  essential  also  to  the  smaller  farmer  tliat  he  have  the  beuelit  of  the  better  secu- 
rities to  strengthen  the  system. 

Logically,  since  the  farm  h>an  act  restricts  loans  of  Federal  l.ind  l);Miks  to 
actual  farmers  and  for  proper  agricultural  uses,  which  shall  contribute  directly 
to  the  agricultural  wealth  of  the  Nation,  there  seems  to  be  no  substantial  reason 
why  all  such  actual  farmers  should  not  be  permitted  to  borrow  without  regard 
to  the  amount  of  the  loan. 

However,  if  a  loan  limit  is  fixed  by  the  farm  loan  act,  it  should  at  least  be 
based  upon  reasonal>le  standards.  Those  who  have  argued  that  there  should 
be  a  definite  loan  limit  have  ur.tred  a  limit  of  $2.",(KM)  as  representing  the  amount 
necessiiry  for  an  average  farm  or  ranch  unit  in  the  best  agricultural  sections 
of  the  Nation.  That  these  average  farm  units  should  be  financed  seems  undis- 
putable. 

What  Is  required  for  a  standard  farm  unit?  Let  us  take  the  State  of  Iowa  for 
^cample.  The  figures  of  the  agricultural  extension  department  of  the  Iowa 
State  GoU^  of  Agriculture,,  of  Ames,  Iowa,  lurepared  for  the  considerate 
of  Congress  in  connection  with  the  bill  for  increased  loan  limit  pending  in 

show  that  the  most  economical  farm  units — that  is,  those  which  ]»roduced*ttie 
largest  net  incomes — were  the  farms  averaging  240  acres.  The  1920  census 
figures  for  the  State  of  Iowa  show  that  the  average  value  of  land  and  buildimrs  per 
acre  is  $227.09.  A  240-acre  farm  would,  therefore,  be  worth  $r)4.0(X).  There  are 
many  thousands  of  farms  in  the  State  of  Iowa  and  other  States  which  have  a 
capitalization  of  this  amount  or  greater.  It  is  the  efficient  unit  toward  which 
successful  farmers  are  striving. 

It  may  be  objected  that  this  is  not  a  fair  standard  because  it  is  theoretical 
rather  than  actual.  Let  us  consider,  therefore,  the  conditions  as  they  actually 
exist.  The  1920  census  figures  show  that  the  average  sized  farm  in  the  State 
of  Iowa  has  156.8  acres.  The  Farm  Loan  Board  has  restricted  loans  on  any 
farm  to  a  maximum  of  $100  per  acre.  The  Federal  land  bank  of  the  eighth 
district  with  this  proper  limitation  can  not  serve  the  average  farmer  of  Iowa 
with  the  necessary  loan  of  $ir),000.  The  census  figures  show  that  the  average 
value  per  farm  in  Iowa  is  $38,941;  South  Dakota,  $37,837;  Nebraska,  $33,771; 
and  Nevada,  $31,546.  It  is  interesting  to  note  that  the  State  of  Nevada  ranks 
fourth.  This  Is  due  to  the  fact  that  the  average  acreage  per  farm  is  745  acres. 
The  census  figures  show  that  in  many  States,  while  the  value  per  acre  is  low 
the  units  are  necessarily  large  for  successful  farming  and  the  average  farm 
value  rnnks  well  up  with  States  having  a  higher  per  acre  value  but  mu^ 
smaller  fai*m  units.  If  the  farm  loan  act  is  to  be  of  the  greatest  service  to 
agriculture,  what  justification  is  there  for  denial  of  its  benefits  to  those  farmers 
who  desire  to  continue  farming  in  the  best  agricultural  districts?  The  long- 
term  amortized  loan  offers  the  only  hope  for  the  tenant  or  landless  man  to 
acquire  land  in  States  like  Illinois,  Iowa,  and  other  typical  agricultural  States. 
Why  should  these  landless  men  be  told  that  to  enjoy  the  benefits  of  this  system 
they  must  buy  their  farms  in  the  semi-arid  sections  where  land  values  are  low? 
Or  must  they  be  compelled  to  content  themselves  with  <unecononaic  farm  units, 
thus  not  only  curtailing  their  productive  ener^  but  automatically  increasing 
their  debt  burdens? 

We  have  attached  to  this  pamphlet  an  appendix  compiled  from  the  1920 
census  reports  ^^■hich  shows  the  approximate  number  of  farms  in  the  several 
States  which  exceed  $20,000  in  value.  The  table  shows  that  several  hundred 
thousand  land  owners,  even  though  they  are  actual  farmers  and  qualified  to 
borrow  because  of  the  legal  purpose  of  the  loans,  are  wrongfully  barred  from 
participating  in  this  system.   Why  should  141,000  farms  in  Illinois,  23,000  in 
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Colorado,  59,000  in  Minnesota,  23,000  in  Texas,  2r),000  in  Missouri  be  classed  as 
fai'ms  which  can  not  be  utilized  to  their  full  value  in  procuring  the  long-^tcrai 
cooperative  loans  of  the  Federal  laud  banks  i 

SHATX  FARMERS  BENKBTTED  BT  INCREASE  OF  LOAN  UMIT. 

While  the  Federal  land  banks  have  already  performed  a  distinct  service  to 
agriculture  in  the  lowering  of  farm-loan  rates  on  their  own  mortgages,  as  well 
as  influencing  more  favorable  rat^s  among  their  competitors,  a  study  of  the 
prevailing  farm  mortgage  rates  throughout  the  T'nited  States  demonstrates  the 
necessity  for  extending  the  benefit  of  the  system  into  the  territory  which,  thus 
far,  has  not  been  adequately  Served. 

BttUettn  1047,  published  by  the  Department  of  Agriculture,  December  28, 
1021,  shows  the  prevailing  interest  rates  on  farm  mortgages  during  that  year. 
Appendix  2,  on  page  12  of  tliis  article,  is  a  r^roduction  of  page  18  of  said 
bulletin,  classifying  these  rates  according  to  crop  estimates  districts.  There 
has  been  a  slight  recession  in  interest  rates  since  tliese  statistics  were  compiled 
but  they  are  still  substantially  correct,  particuinrly  in  those  districts  where  the 
Federal  land  banks  have  not  been  able  to  compete  freely,  because  of  the  present 
loan  limit. 

The  Federal  land  banks  make  loans  in  the  entire  United  States  and  every 
farmer  who  needs  less  than  $10,000  has  an  opportunity  to  substitute  a  5i  per 
cent  Federal  land  bank  loan  for  his  present  7  to  12  per  cent  loan.  The  farmers 
and  ranchmen  who  need  more  than  $10,000  are  either  denied  adequate  credit 

facilities  or  ;ire  still  at  tlu*  mercy  of  the  farm  mortgage  con^anies.  Why 
shouM  the  Federal  land  bnnk  refuse  assistance  to  these  borrowers? 

The  farm  mortgage  companies  do  not  generally  operate  in  tlie  semi-arid 
and  lower  priced  land  sections  of  the  country,  or  if  they  do  make  loans  in 
this  so-called  hazardous  territory  they  charge  higher  rates.  There  is  some 
justification  for  this.  Admittedly,  experience  has  demonstrated  that  the  plac- 
ing of  loans  in  this  territory  is  more  expensive  and  the  losses  are  greater. 
How  then  can  the  Federal  land  bank  give  these  farmers  the  benefit  of  a  5i 
lyer  cent  rate,  the  same  rate  as  is  giv^  the  best  agricultural  sections? 
Tliis  can  be  done  because  loans  in  the  Com  Beit  and  other  hi^ly  devd- 
oped  agricultural  territory  are  profitiible.  These  profits  enable  the  banks, 
therefore,  not  only  to  give  the  lowest  net  rates  and  to  pay  substantial  dividends 
to  the  borrowers  in  the  best  agricultiu'al  territory,  but  as  well,  to  perform  a 
greater  service  for  the  cheaper  land  territory  by  giving  them  the  ad\'antage 
of  the  same  rates  and  dividends.  The  low  rates  and  substantial  dividend 
earnings  of  several  of  the  Federal  land  banks  would  not  have  been  possible 
had  it  not  been  for  the  large  volume  of  business  in  the  besL  agricultural  terri- 
tory. It  might  be  asked  "  if  this  could  he  done  in  the  early  history  of  the  banks, 
why  can  not  it  be  repeated?"  The  truth  of  the  matter  is  that  in  order  to  get 
this  large  volume  of  the  most  profitable  business  some  of  the  Federal  land 
banks  permitted  the  husband  to  deed  to  his  wife,  or  other  members  of  the 
family,  an  interest  in  the  farm  and  the  land  banks  then  made  loans  up  to 
$10,000  to  each  of  the  individuals  owning  such  interest.  Tliis  i)ractice  was 
<*riticised  and  it  was  abandoned.  While  we  do  not  r)elieve  tlio  ]»ractice  should 
be  restored,  we  do  understand  that  bad  it  not  been  followed  in  the  early  days 
of  the"  organization  of  the  farm  loan  system  it  would  liave  be(^n  impossible 
to  have  procured  a  substantial  volume  of  profitable  business  in  the  better 
t€a:rltory. 

Now  QOit  the  Federal  land  banks  are  barred  from  the  making  of  loans 
in  excess  of  $10,000  they  are  confinmted  with  an  almost  complete  demoral* 

'ization  of  their  organization  in  the  best  agricultural  Statt  s.  Tlie  secretary- 
treasurer  would  prefer  to  represent  an  agency  through  which  he  can  place 
all  of  his  farm  loans  rather  than  a  limited  few.  It  is  of  the  utmost  im- 
portance that  the  system  maintain  its  organization  and  continue  the  develop- 
ment of  the  business  in  the  best  territory.  The  adequate  protection  of  the 
bondholders,  and  the  continuance  of  a  favorable  bond  market  at  low  rates 
demands  that  a  fair  balance  of  the  entire  volume  of  farm  loans  shall  be 
made  in  the  richest  agricultuml  sect:ons  of  the  Nation.  The  interests  of 
the  small  borrowers  will  also  be  best  served  if  the  banks  get  a  fair  measure  of 
this  business.  They  win  thereby  enj<^  lower  rates,  larger  divid^ods,  and 
better  and  cheaper  service. 

Congress  should  at  once  correct  the  defect  in  the  Federal  loan  act  wliich 
threatens  to  drive  the  Fo'leral  land  bnnks  out  of  the  rich.  i)n>litnl>lo  teiTii^)ry 
and  to  force  them  to  confine  themselves  to  the  loans  which  experienced  mort- 
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gage  concerns  in  the  Uniteil  States  have  heretofore  rafused  to  write  or  have 
written  only  at  rates  which  liave  been  burdensome. 

Con.uross  wisely  made  all  the  Fe  lctal  bind  banks  of  the  systtMii  iiiicr- 
depeiidp.it.  Tlie  Ff.riii  L<taii  IJo;ii*<l.  n  kH-atiii--  th(»  I'\M!(vai 'iaiuf  hanks, 
in  so  far  as  it  was  possible,  balanced  the  various  districts  with  a  lair  pro- 
portion of  the  hi^^her  valued  uud  the  lower  valued  lauds.  Tliis  will  enable 
the  banks  indefinitely  to  maintain  uniformly  low  rates  within  their  respeetive 
districts  if  provision  is  made  for  ma  ntenance  of  this  balance.  i:at  h  of  the 
12  land  banks  guarantees  the  bonds  of  all  the  other  Federal  land  banks. 
It  is  obvious  that  the  bonds  based  upon  mortgages  from  the  best  producing 
lands  of  the  country,  are,  standing  alone,  stronger  than  the  bonds  of  a  bank 
whieli  are  based  largely  upon  the  cheaper  and  less  desirable  farm  lands.  Yet  no 
bond  purchaser  discriminates  l>ecause  of  the  nnitual  sniarantees  of  all  the 
banks.  It  is  essential  then  to  the  baiiks  operating  in  the  least  desirable  ter- 
ritory that  the  other  banks  shall  be  given  unrestricted  opportuuity  for  the 
full  development  of  their  business  in  tlie  best  agricultural  sections. 

WHY  HAS  CONURKSH  DELAYED  At^ON? 

The  reasons  for  the  increase  of  the  loan  limit  are  so  convincing  that  It 
Avould  seem  that  Congress  would  long  since  have  carried  out  the  recommenda- 
tions of  the  Federal  land  bank  presidents  and  the  l^^ederal  Farm  Loan 
Board  by  adopting  an  amendment  increasing  th<^  loan  liiuit  to  $25,000.  There 
has  been  in  the  past  justification  for  this  delay  ;  there  is  none  now. 

For  a  long  time  the  work  of  the  Federal  laud  banks  was  pruetieally 
stopped  because  of  a  suit  brought  to  determine  whether  or  not  the  farm 
loan  act  is  unconstitutional.  While  this  suit  was  pending  and  there  was 
doubt  as  to  whether  or  not  the  ^stm  would  be  ftllowed  to  continue,  this 
amendm^t  was  not  urged  upon  Congress.  The  Supreme  Court  declared 
tiie  farm  loan  act  constitutional  in  February,  1921. 

During  the  remainder  of  that  >ear  the  bond  market  was  sluggish  and 
the  s\  stt^m  had  ditticulty  in  selLug  enough  bonds  to  take  care  of  loans  under 
110,000. 

Ti>is  o!»jeeti  m  has  uaw  heen  removed.  An  offeriu'j;  of  .$T.">.(HX),000  of 
4i  per  cent  Federal  land  bank  bonds  was  sold  at  par  on  the  first  day  they  were 
placed  on  the  market  in  the  spring  of  1922.  Again  on  September  24,  1922, 
$75,000,000  of  4i  per  cent  bonds  were  sold  at  a  price  of  101},  the  entire  issue 
be.ng  subscribed  during  the  forenoon  of  the  day  the  sale  was  conducted. 

There  is  no  doubt  as  to  the  adequacy  of  the  market  for  Federal  land  bank 
bonds.  There  will  be  ample  funds  at  low  rates  for  every  lustual  farmer  desiring 
to  borrow  14>  to  ^,000. 

NATION-WIDE  INDOBSEMENT  OJ"  INCEEASED  LOAN  LIMIT. 

The  Federal  Farm  Loan  Board  soon  recognized  the  necessity  of  a  larger  loan 
limit,  for  in  their  first  annual  report  of  November  30»  1917,  the  board  said,  on 
page  25: 

"Moreover,  in  some  sections  where  land  values  are  high  and  farms  are 
expensively  equipped,  many  farmers,  if  they  need  to  borrow  at  all,  need  to 
borrow  more  than  $10,000.  Such  loans  are  often  exceptionally  well  secured  and 
desirable,  and  there  seems  to  be  no  sound  reason  why  the  Federal  land  banks 
be  prohibited  from  handling  these  loans.  We  therefore  recommend  thnt  the 
Federal  farm  loan  act  be  amended  by  striking  out  $10,000  and  inserting  in  lieu 
thereof  $25,000." 

Again,  in  the  second  annual  report,  page  10,  submitted  NovMaber  80,  1918, 
the  Farm  Loan  Board  says: 

"  Esperience  indicates  the  very  decided  advisability  of  a  modification  of  the 
ininimiim  and  maximum  amounts  of  loans  which  were  fixed  in  the  act  at 
$100  and  $10,000;  we  are  strongly  of  the  opinion  that  these  limits  should  be 
made  $500  and  $25,000." 

A  conference  of  all  of  the  presidents  of  the  12  Federal  land  banks  was  held 
at  Washington  in  November,  1919,  for  consideration  of  this  subject.  They 
unanimously  concurred  in  an  argument  which  was  submitted  to  the  House 
BankiuK  and  Currency  Committee  favoring  this  increased  loan  limit- 

The  American  Farm  Bureau  Federation  in  the  spring  of  1921  submitted,  with* 
out  recommendaficms,  thm^  the  farm  bureaus  in  the  several  Stotes^  a  ques- 
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tionnaire  ballot  upon  the  increase  of  the  loan  limit  of  the  L'ederal  land  banks 
from  $10,000  to  $25,000.  Returns  on  these  bnllots  showed  TT,.jG5  favoring  the 
amendment  as  against  16,060  opposed.  A  number  of  recent  political  State 
Konvent  ous,  various  business  men's  and  bankers'  organizations,  and  repre- 
sentative formers'  organizations,  recognizing  tliis  amendment  as  one  of  the 
most  necessary  steps  in  the  restoration  of  the  prosperity  of  the  American  farmer, 
have  passed  resolutions  favoring  its  early  adoption.  Scores  of  daily  papers  and 
farm  journals  have  earnestly  advocated  this  increased  loan  limit. 

Five  years  of  administration  of  tlie  fann-loan  system  has  atforded  abundant 
evidence  that  the  early  recommendation  of  the  Farm  Loan  Board  is  founded 
in  reason  and  is  necessary  to  the  complete  development  of  the  Federal  land 
bank  system.  The  discouraging  situation  in  the  best  agricultural  districts  of 
the  Nation  emphasize  the  need  ft)r  this  legislation.  The  adoption  of  this  amend- 
ment will  enable  the  Federal  land  banks  to  extend  their  benefits  to  many  needy 
and  deserving  fanners;  to  add  to  their  financial  stability  for  the  benefit  of  all 
classes  of  farmers  as  well  as  for  the  security  of  the  bond  holders— in  short, 
to  build  a  universal  system  equal  to  the  task  of  adequately  sei-vins:  agriculture, 
the  Nation  emi>]Kisize'the  need  for  this  legislation.  The  adoption  of  this  amend- 
a  general  restoration  of  prosperity. 

Appendix  1. 


State. 


Alalwinft-  

AriEona  

Arkansas  

California  

Colorado  

Connecticut  

Delav.are  

District  of  Columbia. 

Florida  

Georgia  

Idaho  

fnflifinft  

niinois..  

Iowa  

Kiaiisas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire.... 

New  Jersey  

New  Mexico  

New  York  

North  Carolina  

North  Dakota  

Ohio  

Oklahoma  

OregcMi.  

Penn'^ylvania  

Rhode  Island  

South  Carolina  

South  Dakota  

Tennessee  

Texas  

Utah  

Vermont  

Virginia  

Washington  

West  Virginia  

Wisconsin.  

Wyoming  


Number 

all 
farms. 


256,099 
9,975 
232,604 
117,670 
59,934 
22,655 
10,140 
204 
54,005 
310,732 
42,106 
205, 126 
237, 181 
213,439 
165, 286 
270,026 
135, 403 
4S,  227 
47,908 
32,001 
196,447 
178, 478 
272, 101 
263,004 
57,677 
124, 417 
3,163 
20, 523 
29,702 
29,  m 
193, 195 
269, 763 
77,690 
256,695 
191,988 
50,206 
202, 250 
4, 083 
192,693 
74,637 
252,774 
436,033 
25,662 
29,075 
186. 242 
66,  288 
87, 289 
189,295 
15,748 


Average 
acreage 

per 


76.4 
5S1.7 
75.0 
249.6 
408.1 
83,8 
93.1 
27.8 
112.0 
SI.  9 
198.9 
102.7 
134.8 
156.8 
274.8 
79.9 
74.0 
112.5 
99.3 
77.9 
96.9 
169.3 
66.9 
132.2 
608.1 
339.4 
745.2 
126.9 
76.8 
817.9 
106.8 
74.2 
466.1 
91.6 
166.4 
269.7 
87.3 
81.2 
64.5 

m.1 

77.2 

261.5 
196.8 
145.7 
99.7 
199.8 
109.6 
117.0 
749.9 


Value  all  farm 
property. 


1690, 848, 720 
233,592,989 
924.  77:i,440 
3,431,021,861 
1,076,794,749 
226,991,617 
80, 137,614 
5,927,987 
330,301,717 
1,3.56,6S.^,  196 
716,137,910 
3,042,311,247 
6,666,767,a35 
8,525,270,956 
3.302, 806,187 
1,511,901,077 
589,826,679 
270,526,733 
463,638,047 
300,471,743 
1,763,334,778 
3,787,420, 118 
964,751,855 
3,491,068,085 
985,961,308 
4,201,655,992 
99,779,666 
118,6.56, 115 
311,847,948 
325,185,999 
1,908,483,201 
1,250, 166,995 
1,759,  742,995 
3,095,666,336 
1,660,423,544 
61,188,480 
1,729, 353, 0»4 
33,636,766 
9.53,064,742 
2,823,870,212 
1,251,964,584 
4,447,420,321 
311,274,728 
222,736,620 
1,196,555,772 
1,057,429,848 
496,439,617 
2,677,282,997 
3^^10,500 


Average 

value 
DOT  acre, 
Laud,  and 
btiUdings. 


$27.77 
29.  70 
•I'i.  14 

104. 67 
35. 4D 

100,20 
68.  56 

984. 01 
46.55 
44.75 
69.43 

125.  98 

187.  59 

227.09 
62.30 
00.39 
47.31 
37,62 
81.25 
99.25 
75. 48 

109.23 
43.41 
88.08 
22.15 
87.91 
28.11 
34.56 

109.67 
9.09 
69.07 
53.76 
41.10 

113. 18 
42.68 
49.86 
75.14 
79.58 
65.46 
71.40 
52.53 
32.45 
48.26 
37.56 
55. 19 
69,49 
42.93 
G8. 78 
19.88 


Farms  valued  at 
more  than  $20,- 
(XK)  which  exceed 
areas  as  specified. 


Acres. 


1,000 
1,000 
500 
175 
1,000 
175 
260 
20 
500 
500 
260 

m 

100 

WOT 
260 
260 
500 
500 
500 
176 
260 
175 
500 
260 

1,000 
260 

1,000 
500 
175 

2,000 
260 
500 
500 
175 
500 
500 
260 
260 
260 
260 
500 

soo 

500 

500 
500 
260 
500 
175 
1,000 


Number. 


822 
401 
1,597 
23,629 
3,408 
2,441 
407 
77 
1,105 
4,244 
9,628 
27,300 
141,562 
152,842 
53,805 
10,159 
2,042 
549 
2,981 
3,242 
5,  G66 
59,671 
2,906 
25,003 
5,622 
41,5^ 


568 
2,099 


10, 4» 
2,169 

22,386 
24,606 
6,0S7 

5,578 

5,466 
186 

5, 679 
44,  45S 

1,927 
23,976 

1,470 
629 

3,630 
12,614 

1,608 
30,249 

2,076 
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Mr.  Tow^'i:R.  Now,  Mr.  Chairman,  unless  there  are  smse  oaestions,  that  is 
aU  I  wiU  trespass  upon  the  time  of  the  committee. 

The  Chaieman.  In  your  judgment,  is  the  plan  suggested  in  this  bill  of  in- 
creasing the  limit  to  25,000  going  to  affect  tlie  opportunity  of  the  smaU  bor- 
tower  to  get  his  money? 

Mr.  TowmcR.  No;  Mr.  Chairman.  I  can  not  take  time  to  go  through  the 
argomeiit,  bnt  In  the  statement  I  have  introduced  the  effect  it  will  have  upon 
the  small  borrower  is  discnssed,  and  I  think  the  showing  is  sufficient  to  indi- 
cate that  it  will  hene&t  him  rather  than  injure  him. 

The  CHAiRiEAx.  Of  course,  in  your  State  and  in  Nebraska  and  the  Central 
States,  there  was  considerable  speculation  in  lands,  whidi  caused  considerable 
trouble.  In  your  opinion,  Judge,  would  this  accelerate  a  similar  aituatlon,  or 
would  it  tend  to  alleviate  such  situations? 

Mr.  Towner.  I  could  hardly  say  that  it  would  alleviate  the  situation,  Mr 
Chairm^.  I  can  only  say  that  I  am  quite  sure  it  would  not  accelerate  anv 
speculative  transactions  in  Iowa.  In  fact,  Mr.  Chairman,  the  very  unfortunate 
CT[)erla>€e  that  we  have  had  during  the  past  two  or  three  years  in  this  land 
boom,  as  it  was  caUed,  has  made  it  practically  impossible  in  this  generation 
to  repeat  It  Bhrerybody  understands  its  ill  effect 

The  Chairman.  In  other  words,  this  would  help  to  finance  the  unfortunate 
predicament  some  of  the  farmers  find  themselves  in,  due  to  that  effect? 

Mr,  Towner.  Indeed  it  would,  Mr.  Chairman ;  and  I  would  say  regarding  the 
valuation  of  lands  throughout  tlie  West  that  the  valuation  that  has  now  been 
suggested  is  not  the  boom  valuation ;  it  is  practically  the  present  valuation. 

The  Chaikman.  Judge,  as  I  understand  it,  if  wo  increase  the  loan  limit  to 
$25,000,  a  farmer  would  be  required  to  own  about  $60,000  worth  of  property, 
would  he  not,  Including  buildings,  equipment,  and  the  land. 

Mr.  TOWRSB.  How  is  that? 

The  Chaibman.  The  value  of  the  farmer's  property,  would,  of  necessitv, 
have  to  be  about  $60,000,  in  order  to  get  the  $25,000  loan? 

Mr.  Towner.  X)h,  yes.  Mr.  Chairman,  there  would  not  be  very  manv  $25,000 
loans;  very  few  indeal,  in  fact.  I  think  you  might  take  as  a  guide  in  that 
matter  the  average  number  of  acres  in  Town  and  the  average  valuation.  For 
instance,  160  acres  of  land  in  our  average  farm  in  Iowa,  the  valuation  bein;r 
approximately  $200  an  acre,  would  make  $32,000.  So  that  even  if  the  limit 
was  placed,  it  would  only  allow  about  $16,000  loan  to  be  made  on  160  acres 
of  land.  Bnt  practically,  I  think  the  gentlemen  will  bear  me  out  who  know 
the  situation  in  the  Central  West,  that  would  be  much  about  the  average. 
The  tact  is  that  $10,000  limit  is  a  very  unfortunate  limit  A  man  can  not  get 
the  $10,000,  Mr.  Chairman,  he  can  only  get  $9,500;  and  even  tf  he  wants  tlie 
$10,000  loan  he  will  either  have  to  go  and  get  a  larger  loan  or  acc^t  a  smaller 
amount  actually  to  take  care  of  his  outstanding  indebtedness,  and  that  is, 
of  course,  what  most  of  tliis  is  for.  It  is  to  take  up  the  indebtedness  of  the 
farmers  existing  already  in  the  mortga.w  on  his  farm,  and  also  to  take  up  the 
indebtness  that  has  been  incurred  by  him  in  carrying  on  his  farming  opera- 
tions, for  which  he  is  now  paying  8  per  cent  interest  compounded  every  90 
days,  a  very  unfortonate  condition,  yon  see. 

Mr.  Stevenson.  Judge,  I  would  like  to  ask  you  what  your  answer  is  to  the 
I  objection  which  has  been  recently  raised  as  to  this  proposition,  and  that  is 
this :  Tliat  the  purpose  of  the  law  and  the  only  justification  of  it,  of  course, 
was  to  enable  the  small  man  to  acquire  a  foothold  and  own  his  own  land, 
that  the  use  of  this  arm  of  the  Government  should  be  confined  to  building  up 
the  rural  population  in  that  way.  and  that  the  tendency,  when  you  begin  to 
make  these  large  loans  is.  in  the  first  place,  the  big  man  whose  'loan  is  very 
attractive  throws  out  the  smaller  fellow;  and  in  the  next  place,  it  enables 
the  big  man  to  finance  big  land  holdings;  and  therefore,  instead  of  decen- 
tralizing the  dty  population  it  puts  the  land  In  the  hands  of  smaller  land- 
holders. 

Then  there  is  another  objection  raised,  that  it  increases  by  an  ateiorn[ial 

I  amount  the  number  of  tax-free  bonds  that  are  issued  by  the  system. 

:\rr.  TowxKR.  All  of  those  objections,  of  course,  have  been  urged ;  and  a 
few  years  a^^o  they  had  their  weight.  I  remember  only  a  few  years  ago  some 
of  us— Mr.  Win.w  will  remember  that— tried  to  make  an  increase  in  the  limit 
of  farm  indebtedness,  and  a  year  ajro  last  April  I  introduced  a  bill  increasing 
the  limit  of  indebtedness  from  $10,000  to  $25,000.  The  sentiment  was  not 
strong  enough  even  then  among  the  Members  to  bring  it  before  Congress  for 
action* 
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The  situation  since  that  time  has  very  greatly  changed.   The  fact  is  that 

the  great  producing  sections  of  the  country,  both  North  and  South,  have  gone 
past  what  you  might  call  the  initial  stage;  that  is,  the  stage  whereby  we 
hope  to  induce  the  young  man  to  purchase  a  farm,  and  we  wanted  to  help 
him  as  much  as  we  could  in  doing  so.  That  condition  is  only  an  incident  of  the 
present  farm-debt  problem. 

In  the  great  producing  portion  of  the  United  States— take,  for  instance,  in 
the  liOddle  West — the  farmers  find  themselves  very  seriously  handicapped  with 
existing  conditions  because  of  the  great  burdra  of  debt  that  they  are  carry- 
ing. It  is  Important  for  us  now  that  vee  should  make  their  situatilon  just  as 
good  as  we  possibly  can,  both  because  we  want  to  aid  them  and  because  we 
want  to  encourage  to  the  utmost  the  producing  capacity  of  the  country. 

A  farm  of  160  acres  of  land  or  of  200  or  of  300  acres  of  land  in  the  best 
^educing  sections  of  the  United  States  could,  proportionately,  bring  to  the 
country  the  largest  production  of  food  products.  It  is  justifiable,  then,  under 
that  condition,  if  for  no  other,  that  we  should  do  what  we  can  reasonably  and 
fairly,  both  in  the  interest  of  the  farmer  himself  and  in  the  interests  of  the 
largest  possible  production  of  teoa  products— I  think  that  is  ample  justificatiou 
for  any  action  that  we  might  take  in  this  regard. 

Mr.  Chairman,  I  thank  you  very  much  for  allowing  me  to  preset  this  short 
statement  and  I  thank  the  members  for  the  courte^  in  liatenlng  to  me. 

The  Chaibkan.  Mr.  Lobdell,  we  are  ready  to  hear  youu 

STATEMENT  OF  HON.  CHARLES  E.  LOBDELL,  CHAIRMAN  Or  THE 

EEDEBAL  EARM  LOAN  BOARD, 

Mr.  LOBDELL.  The  Orst  section  of  this  bill,  as  you  will  observe,  inovides  for 
the  payment  of  the  entire  expenses  of  the  system  by  the  Federal  and  joint-stock 
banks ;  that  is  a  nwtter  which  we  have  at  another  time  pretty  fully  discussed 

with  your  committee,  and  all  that  was  said  at  that  time  still  obtains. 

It  is  the  feeling  of  those  engaged  in  the  administration  of  the  system  that  it, 
in  the  first  place,  should  be  self-sustaining;  and  it  will  be  relieved  from  a 
great  deal  of,  perhaps,  just  criticism  and  burden  upon  the  Government  if  the 
banks  were  to  take  over  the  entire  expense,  which  they  are  abuudontdly  able 
to  do. 

Mr.  Stevenson.  Judge,  right  on  that  point :  I  notice  in  yesterday's  Columbia 
paper  that  they  have  broken  ground  and  started  to  9onstruct  a  bank  in 
Columbia? 

Mr.  LoBDBEX^  Y^. 

Mr.  Stevenson.  That,  of  eourae,  was  d(me  out  of  the  funds  of  the  bank  en- 
tirely. I  suppose. 
Mr.  LoBDELL.  Yes. 

Mr.  Stevenson.  Is  there  any  linxitatibn  on  how  much  you  can  spmd  cm  bank 
buildings  under  the  law? 

Mr.  LoBDKLL.  There  is  not  in  the  law.  The  contract  for  that  building  was 
let  a  couple  of  days  ago.    The  contract  price  \A  as  $132,000. 

Mr.  Stevenson.  Th^,  so  far  as  I  am  concerned,  I  want  to  make  that  in* 
quiry,  because  we  have  been  throng  a  period  of  criticism  of  the  Federal  Reserve 
Board,  which  started  out  by  building  like  they  pleased^  which  caused  some  very 
^ctravagant  expenditures;  and  the  question  just  arose  in  my  mind  that  while 
we  are  speaking  about  fixing  expenditui'es  if  we  had  not  better  put  a  limitation 
on  how  big  an  expense  they  might  incur. 

The  CHAiRitAN.  Judge,  in  that  connection,  how  many  Itanks  are  couteniplating 
putting  up  buildings?  How  many  have  already  built  buildings  or  have  been 
in  process  of  building? 

Mr.  LOBDKCL.  In  Houston,  Tex.,  and  in  Spokane  the  banks  have  acquired 
buildings  by  purchase. 

The  Ch^bhan.  St.  Paul  has  done  the  same. 

Mr.  LoBDELL.  Yes;  that  is  right.  The  heaviest  expense  ^ras  in  St.  Paul, 
where  the  building's  first  cost  was  approximately  $200,000. 

The  Chairman.  I  am  familiar  with  that  building,  and  I  would  say  it  is  a 
very  good  purchase.  If  all  have  done  as  well  as  St.  Paul  then  you  need  never 
fear.    They  have  taken  over  the  old  Hill  bank  huildinjj:  there  at  a  l)argain. 

Mr.  LoBDELL.  The  buildings  at  Spokane  and  Berkley  are  costing  approxi- 
mately $100,000.    The  contract  for  the  building  at  Columbia  has  been  let  for 
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$132,000.  The  Baltimore  bank  has  acquired  a  lot  and  is  negotiating  a  buildii^ 
on  a  little  more  elaborate  scale.    But  the  cost  will  be  about  $160,000. 

We  have  insisted,  in  discussing  the  building  proposition,  on  keeping  the  cost 
of  the  building  down  below  $200,000,  and  that  has  been  accomplished  in  every 
case* 

New  Orleans  has  ^5,000  invested  in  bnilding  and  ground,  and  Texas  has 
about  $80,000. 

Mr.  Stevenson.  As  long  as  we  stay  along  there  we  need  not  beconie  alarmed 
as  to  the  cost  of  the  building. 

Mr.  WiNGO.  On  that  particular  point,  I  suppof?e  you  read  the  debates  of  the 
House  on  the  Treasury  bill  recently,  and  noticed  that  one  or  two  INIenibers 
called  attention  to  ceitain  expenses  and  abuses  that  eat  up  the  dividends 
that  should  go  to  tlie  farm  borrowers  and  said  tliey  did  it  for  the  purpose  of 
advising  this  committee  of  it  so  that  we  might  do  something. 

Mr.  LoBDELL.  In  connection  with  the  farm-loan  system? 

Mr.  SxEVKNSON.  Yes;  the  administration  paying  enormous  fees  to  the  sec- 
retary-treasurer, enormous  concessions  and  tUngs  like  that.  I  suppose  that 
had  heen  brought  to  your  attention,  with  the  suggestion  of  some  proposed 
legislation  alon.c:  the  line  to  put  a  limit  on  it.  One  man,  I  think,  had  a  con- 
tract by  which  he  was  to  pay  the  secretary-treasurer  several  fees,  and  had 
paid  so  much  on  each  hK\u.  and  the  stockholders  had  no-  ^a)tten  any  dividends 
l)ecause  the  tUvideuds  hud  been  euteu  up  by  the  contact  with  the  secretary- 
treasurer. 

:\Ir.  LouDKLi..  .Just  let  nie  inten  upt  you  tliat  w^e  may  have  it  clear.  You  are 
speaking  of  the  administration  of  the  farm-loan  association  and  not  of  the 

Federal  land  bank? 

Mr.  Stevenson.  Yes.  I  say,  while  it  was  not  exactly  on  this  point,  I  wanted 
to  direct  your  attention  to  that  discussion  and  su^jjjest  that  this  committee 
would  be  glad,  I  am  sure,  to  have  suggestions  as  to  how  those  appartmt  abuses 

can  be  corrected. 

Mr,  LoBDEix.  Tlial  will  perhaps  come  orderly  in  connection  with  another 
section  of  the  bill.    It  had  not  been  called  to  my  attention. 

What  1  have  said  on  this  question  of  assuming  the  expenses  relates  to  the 
attitude  of  the  Federal  banks,  and  as  to  the  joint-stock  banks,  which  are  private 
concerns,  operating  for  private  gain,  occupying  the  same  relation  to  .the 
Oovemm^t,  so  far  as  expenses  are  concerned,  as  the  National  banks  do— 
the  same  relation  to  our  board  as  the  National  banks  do  to  the  Comptroller  of 
the  Currency.  It  occurs  to  us  that  there  shouM  not  possibly  be  any  question 
as  to  the  propriety  of  assessing  a^rainst  them  the  services  rendered  for  that. 
To  illustrate,  we  now  pas^  on  all  their  bond  issues.  The  clerical  force  in  our 
office  is  divided  about  50-50  in  the  service  of  the  capitalized  banks  and  the 
mutual  banks.  We  examine  each  of  those  banks  twice  a  year,  and  must  under 
the  law.  Tiiere  an^  03  (»f  them  as  against  12  Federal  banks.  They  do  not  pay 
for  that  exjiminatioi).  ,   ,  „ 

Mr.  WiNGO.  Was  that  in  the  Treasury  bill  which  recently  passed  the  House? 
Mr.  LoBDKLu  Ton  mean  the  appropriation  bill? 
Mr.  WiWGO.  Yes, 

Mr.  LoBDELL.  I  havt^  not  followe<l  that.  If  it  carried  any  provision  for 
appropriation  it  would  have  been  subject  U>  a  point  of  order,  and  I  have  not 
supposed  it  did. 

"Mr.  Stea(;  \li..  Tiu^  orgiual  farm  loan  bank  puts  that  expense  on  the  Gov- 
ernment, does  it  not? 

Mr.  LoBDELL.    Yes.    It  requires  amendment  to  the  act. 

Mr,  WiMtio.  His  suggestion  was  that  members  contended  that  the  entire  ex- 
pense should  be  prorated  around  evenly  upon  the  Federal  land  banks,  but  the 
judge  made  the  suggestion  that  certainly  so  far  as  joint-stock  banks  were  con- 
cerned, which  are  private  money-makinir  institutions,  that  certainly  the  Govern- 
ment ou^t  not  to  be  at  an  expense  on  their  account  for  their  examinations  and 
moneys  expended  for  tlieir  benefit.  I  suppose  many  would  contend  that  both 
sets  of  banks  ou::ht  to  bear  the  expense.  Init  the  judj-^e  suggested,  and  very 
properly,  that  there  certainly  could  not  be  any  expense  on  their  account  of 
these  profit-makin-  institutions,  that  that  ought  to  be  prorated  to  them  and 

make  them  pay  it  all.  „  ^      x  , 

Mr  LoBDEu:^  We  feel  that  the  Federal  banks,  so-called  mutual  banks,  while 
it  is  a  mutual  concwn  and  its  ultimate  stockholders  are  farmers,  it  still  ought  to 
pay,  when  it  is  able  to,  tor  the  service  It  receives  from  the  Government 
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Touching  that,  these  12  Federal  banks  have  from  their  earnings  and  up  to 

November  30  created  the  statutory  reserves  required,  amounting  to  $2,532,5(X). 
They  liad  a  total  undivided  profits  account  of  84,855,630.33.  They  Imve  all 
paid  cumulative  dividends  to  the  stockholding  associations,  iroing  back  to  the 
beginning  and  brought  down  to  date  on  a  6  per  cent  basis.  Half  of  them  are 
now  distributing  dividends  at  8  per  cent. 

The  Chaibman.  You  are  speaking  of  the  Federals? 

Mr.  Lwraxi..  Yes. 

Mr.  Stbokq.  There  is  <me  other  thing  I  want  to  call  attention  to:  Is  it  not 
true  that  the  presidents  of  all  of  the  12  land  banks  are  in  favor  of  having  the  ex- 
pense prorated  among  them? 

Mr.  LoBDELL.  That  sentiment  is  unanimous,  I  tbJnlc^  throughout  the  systenu 

Mr.  Penn.  Those  are  Federal  land  banks? 

Mr,  Stkong.  Yes. 

Mr.  LoHDELL.  There  is  also  no  opposition  from  the  jdint-stoek  banks. 

Mr.  Appleby.  Mr.  Chairman,  I  would  like  to  ask  a  question.  In  the  case  of 
an  ordinary  national  bank,  and  all  State  banlcs,  institutions,  or  trust  companies 
the  examination  is  paid  for  entirely  by  the  bank;  is  that  right? 

Ml-.  LoBDELE.  1  would  not  want  to  answer  "  entirely,"  but  they  are  charged  a 
lixed  charge,  Avhieh  is  supposed  to  absorb  the  entire  cost. 

The  ('hatrmax.  In  the  case  Of  the  national  banks  tiiey  assess  the  banks  in 
proportion  to  its  assets? 

Mr.  LonoKLL.  Yes. 

Tlie  CiiAiu.MAN.  And  the  hank  pays  that? 
Mr.  LoBDELL.  At  the  time  of  the  examination. 
Mr.  Apfusbt.  For  the  first  examination? 
Mr.  LoBDKLL.  Yes. 

The  Chaibman.  And  they  have  an  examination  made  by  the  comptroller  each 
year  covering  certain  other  features  the  expense  of  which  is  allocated  to  the 
bank. 

Va\  ^VlKU0.  The  tlieory  is  that  the  Government  work  done  for  them  is  relm* 

bursed. 

The  Chaiumax.  1  should  say  tliat  this  i>lan  is  just  as  equital)Ie. 

Mr.  WiNGO.  Your  theory  for  su^^j^^esting  that  is  that  these  land  banks  should 
be  put  exactly  on  the  same  basis  as  the  Federal  reserve  system  and  Federal 
banks  with  reference  to  Government  expense  in  their  behalf? 

The  Chairhan.  And  there  is  no  question  but  that  you  are  going  to  charge 
joint  land  banks  their  joint  expenses. 

Mr.  LOBDELL.  The  amendment  so  provides.  If  I  may  carry  the  theory  tliat 
we  have,  without  borin^r  y<ni,  just  one  step  further.  Mr.  Wingo  knows  and 
you  .irentlemen  who  drafted  the  act  know  that  it  should  ultimately  l)ecome  a 
mutual  organization,  self-sustainin.u-.  You  have  made  provision  for  the  retire- 
ment of  (T<tvernment  eai»iTMl.  I  am  glad  to  tell  you  That  on  the  isr  ot  January 
four  of  the  major  hanks  will  have  completed  their  retirement  and  the  Govern- 
ment will  be  out  of  those  banks,  and  this  is  about  the  last  step  that  is  necessary. 

Mr.  Wingo.  Have  you  provided  a  plan  in  the  bill  whereby  the  permanent 
organizations  can  be  brought  about  speedily,  where  tho^  banks  have  reached 
the  point  where  the  Government's  capital  will  retire,  as  provide  in  the 
original  act? 

Mr.  LoBDELL,  The  original  act  did  not  require  it. 

Mr.  Wtngo.  You  have  made  no  provisions  so  as  to  carry  out  the  object  of 
the  original  act.  altliongh  you  are  doing  it,  possihly,  in  a  different  way? 

Mr.  LoBDELL.  Yes.  sir.  That  is  all  I  ^vould  care  to  say  on  that  section,  unless 
some  one  of  the  committee  has  questions. 

The  Ohaibkan.  I  think  we  understand  that  pretty  thoroughly,  SwStg^ 

Mr.  WiNoo.  Let  nfe  see  if  I  can  retted  my  memory.  Right  at  the  momrat  it 
escapes  me.  The  limit  on  the  Federal  land  bank  loans  now  is  $10,000? 

Mr.  LoBDEXL.  Yes. 

Mr.  Wingo.  What  is  the  limit  on  the  joint-stock  banks? 

Mr.  LoRDETX.  There  is  no  limit  in  the  law.  We  thouqrht  we  possessed  power 
and  exercised  it  hy  fixing  the  limit,  doing  it  with  relation  to  their  capital,  and 
adopted  a  rule  that  no  joint-stock  land  bank  should  make  a  loan  in  excess  of 
15  per  cent  of  its  capital.  That  would  be  $37,500  to  a  $250,000  bank ;  and  then 
we  fixed  a  maximum  of  $50,000  beyond  which  we  would  not  approve  loans  for 
anybody. 
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Mr.  WtNGo.  Where  the  law  does  not  fix  that,  under  the  regulations  that  you 
have  made  the  maximum  under  one  theory  would  be  $50,000? 
Mr.  LoBDELL.  Yes. 

Mr.  WiNGo.  Under  another  theory  it  amounts  to  $37,500? 
Mr.  LoBMcrx.  The  $50,000  maximum  would  only  be  where  the  bank  had 
doubled  its  capitalization,  as  very  many  of  them  have. 
Mr.  WiNGo.  What  is  the  average  amount  of  the  loans  made  first  by  the  aomt- 

*«tock  banlv? 

Mr.  LoBDELL.  Approximately  $10,000. 

INIr.  WiKGo.  What  is  the  average  size  of  loans  made  by  the  Federal  land 

banks? 

Mr.  LoiiDELi..  Slij^htly  under  $3,000. 

:siv,  WiNGo.  What  is  the  rate  of  interest  that  private  loan  companies  ar^^ 
making  in  Iowa  and  that  Middle  West  territory  on  farm  loans  of  $10,000? 

Mr.  LoBDKLL.  I  am  told  that  very  recently  a  5  per  cent  rate  xs  being  quoted 
by  some  of  the  major  insurance  companies. 

Mr.  WiNGO.  On  5  and  10  year  loans?  t.-  • 

:Mr.  LoBDErx.  I  would  not  answer  as  to  the  term— 5  and,  I  assume,  lU.  it  is 
the  ordinary  loan  term  ol:  ~>  years. 

Mr.  Stuong.  That  is  plus  a  commission? 

IMr.  T.oiJDEix.  Yes;  plus  such  commission  as  the  local  agent  exacts* 
Mr.  Stkoxg.  AVliich  ueuerally  amounts  to  1  per  cent. 

INIr.  LoBDELL.  The  insurance  company  is  making  that  rate  to  its  local  dis- 
tributors. 

Mr.  Stbong.  The  diarge  in  Kansas  is  generally  1  per  cent  per  year. 

Mr.  LoBDELL.  Yes,  sir ;  I  have  heard  so. 

Mr.  Steong.  Which  makes  the  fiEurmer  pay  6  per  cent 

Mr.  LOBDETX.  Yes.  ^  wr  4i.  -i 

Mr.  WiNGO.  My  understanainjr  is  that  that  is  the  best  part  of  the  Unltea 
States  from  the  viewpoint  of  the  private  loan  companies. 
Mr.  LoHDELL.  One  per  cent  in  that  territory. 

Ml".  WiN(;o.  Y<»u  are  getting  plenty  of  tarm-loan  money  at  5  per  cent,  plus 
the  aLTcnt's  commissi(»n.  which  runs  about  1  per  cent  in  some  instances,  that 
the  farmer  has  to  pay.  I  understand  in  some  instances  the  loan  companies 
pay  some  commissions. 

Mr*  L0M)EtL-  No;  they  do  not  pay  any  commission  on  the  n  per  cent  loan, 
and  I  would  not  want  to  answer  you  as  to  the  commission  that  is  being  charged 
borrowers.  That  rate  is  very  recaitly  put  in,  and  we  have  not  a  good  line  on 

Mr.  AViXGo.  Tt  is  my  information,  although  it  does  not  come  <lirect.  ibey 
contend  tliat,  iucludiug  commissions,  they  are  making  loans  out  there  at  6 
])er  cent. 

Mr.  LoHDEJx.  I  should  think  that  is  true. 

Mr.  AViAGO.  So  this  bill  covers  two  points  on  that  question:  One,  the  question 
of  the  commissions,  and  the  other  would  be  the  amortissation? 
Mr.  LOBDELL.  Yes,  sir. 

Mr.  WiNGa  Those  are  the  two  principal  items? 
Mr.  LoBDELT..  Yes,  sir;  assuming  a  parallel  rate. 

Mr.  WiNGo.  In  other  words,  take  the  man  who  is  paying  5  i)er  cent  and  paying 
1  per  cent  connnissicn.  He  pays  3  per  ri^nt  and  1  per  cent  to  tlie  private  loan 
company.  Ib^  might  now  g<»  to  a  Federal  land  bank  and  get  it  at  5^  per  cent, 
couUl  he  not.  without  commission? 

IMr.  LoiiDKLL.  Yes.  sir. 

Mr.  WiNGo.  And  if  we  would  enact  this  law  he  would  get  it  for  5  per  cent 
from  the  land  banks? 
Mr.  LoTOELL.  This  law  does  not  change  the  rate. 

Mr.  WiNoo.  I  am  not  saying  this  in  an  antagonistic  way :  What  reasons  are 
advanced  for  proposing  to  allow  over  $10,(XX)  loans  from  the  cooperative  mutual 
system  hMtead  of  through  the  joint-stock  land  banks? 

Mr.  T.oRDELT..  I  was  going  to  reach  tliat  in  order^  but  I  will  talte  it  up  now, 

it  you  prefer. 

Tlu'i-e  is  ao  amendnieut  wliich  approaches  that  question.  If  you  would  just 
as  su<»n,  I  believe  I  would  prefer  to  wait  until  I  get  to  it. 

The  Chaikman.  Judge,  as  I  understand  it,  section  2  provides  that  the  con- 
tr6\  o!  the  management  is  transferred  under  this  act  of  the  Farm  Loan  Board 
to  the  stockholdCTs  or  the  borrowers. 


EEIffiBAL  FABM  XiOAN  ACT. 


19 


Mr.  LoBDSxL.  Tile  fann  loan  act,  as  you  recall,  provides  that  when  the  sul>- 
scription  by  associations  liad  reached  $100,000  a  permanent  organization  should 
be  effected,  which  would  consist  of  six  directors  chosen  by  the  association  and 

three  appointed  by  the  Farm  Loan  Board. 

In  passing  legislation  of  191S  authorizing  Treasury  purchase,  a  provision 
was  attached,  which,  as  bm^-  as  any  of  the  bonds  acquired  under  that  provision 
remained  in  the  Treasury,  the  tenuiorary  organization  would  continue.  The 
bonds,  of  course,  none  of  them  are  still  in  the  Treasury  and  the  banks  are  still 
under  temporary  organization  by  virtue  of  that  statute. 

This  act  amends  that  provision  by  providing  that  there  shall  be  Immediate 
elected  three  directors  by  the  associations,  three  appointed  by  the  Farm  Loan 
Board,  and  the  six  so  chosen  are  to  select  annually  a  seventh  director.  wlio< 
will  be  chairman  of  the  board  of  directors,  providing  if  there  should  be  a  tie 
and  deadlock  the  farm  loan  connnissiouer  sliall  have  the  deciding  vote  in  the 
selection  <»f  that  seventh  director. 

Mr,  Stkoxg.  It  also  provides,  Judge,  that  he  must  be  a  resident  of  the  dis* 
trict  and  actually  engaged  in  the  business  of  agriculture. 

Mr.  LoBDELi^  Yes.  It  removes  from  the  directors  to  be  chosen  by  the  farm 
loan  association  fhe  prohibition  of  being  engaged  in  the  banking  business. 
If  the  farm  loan  associations  desire  to  let  in  the  bankers,  they  may  do  so.  The 
purpose  of  this  amendment  to  be  frank,  is  to  pref?erve  a  balance  of  control  and 
not  permit  that  C(mtrol  t<»  get  entirely  out  of  Government  control. 

Mr.  Stevexsox.  Does  it  not  preserve  the  absolute  control,  practically?  All 
that  the  Government  has  got  to  do  is  sit  down  and  say  to  the  three  men  the 
board  appoints,  "You  must  elect  so  and  so;  and  if  those  selected  by  the  loan 
companies  do  not  agree  with  that  man  then  there  will  be  a  disagreement,  and 
then  the  form  loan  commissioner  comes  In  and  says,  "  I  will  cast  the  deciding 
vote  in  favor  of  so  and  so." 

Mr.  LoBomx.  That  is  what  it  is  intended  to  do,  exactly. 

Mr,  Stevenson.  I  just  wanted  to  understand  that.  It  is  purely  a  case  of 
giving  the  men  who  own  the  bank  no  control,  but  leaving  tlie  control  in  the 
hands  of  the  Farm  Loan  Board  and  the  commissioner? 

Mr.  LoBDELL.  I  would  not  say  that. 

Mr.  Steagall.  Is  it  not  anticipated,  that,  as  a  matter  of  fact,  the  six  directors 
would  be  able  to  work  together  as  a  rule  in  perfect  harmony? 
Mr.  LoBDEuu  Unquestionably  so* 

Mr.  Stsagaix.  It  is  not  thou^t  that  there  would  arise  such  a  conflict  as  would 
bring  on  any  serious  controversies  at  that  point.  In  other  words,  ig  it  not 
rather  to  be  supposed  that  neither  side  would  want  a  director  

Mr.  Stevenson  (interposing).  That  is  anticipated  that  they  may  do  so.  But 
let  us  look  at  the  situation.    Suppose  they  do  not? 

Mr.  LoBDETx.  Suppose  they  do  not,  because  the  Government  should  have  the 
control,  and  that  is  the  position  we  stand  for. 

Mr.  Stevenson.  AVho  owns  the  bank? 

Mr.  LoBDELL.  Who  owns  tlie  bank?  That  is  a  right  d^atable  question,  who 

owns  the  bank? 
Mr.  SisvsNSON.  The  Gov^^nment  has  no  interest  in  it? 

Mr.  LoBDELX*.  No.  There  are  two  distinct  interests  in  the  bank — the  man 
who  has  furnished  the  money  to  make  the  loans  has  invested  $95  to  $5  of  the 
borrowing  stockholder,  who  has  invested,  not  as  a  permanent  investment,  but 
during  the  life  of  his  loan,  and  callable  at  any  time  at  the  option  of  the  bank. 

Mr,  Stevenson.  But  he  has  gotten  the  security  of  the  liability  of  each  of 
these  farm-loan  associations  and  the  security  of  the  whole  mass  of  mortgages 
and  bonds  of  all  these  farm^  put  up,  and  really  the  security  on  the  oredit 
of  every  one  of  these  tAUms  who  own  the  bonds;  and,  therefore,  he  is  in  the 
position  of  a  preferred  stockholder  who  had  aiisolute  security,  and  ordinarily 
is  not  allowed  to  vote  in  the  sdection  of  the  managm^it. 

Mr.  LoBDELL.  He  is  not  allowed  to  vote  in  this. 

Mr.  Stevenson.  Then  if  he  is  not  allowed  to  vote,  with  all  that  in  it,  why 
should  the  Farm  Loan  Board  be  allowed  to  dominate  tlie  whole  thing,  when 
they  are  only  agents  of  the  Government? 

Mr.  LoBDELL.  The  answer  to  that,  Mr.  Stevenson,  is  that  these  farm-loan  bonds 
are  endowed  with  qualities  that  are  not  similar  to  any  other  instrumentaUty 
under  the  sun.  They  are  declared  by  the  law  and  Hie  court  to  be  iMtrum^tali- 
ties  of  the  (Sovemment  of  the  United  States^  The  Govmunrat  of  the  united 
Shttes  through  the  Farm  Loan  Board  has  scrutinlssed  the  security  and  citifies 
to  the  sufllciency  of  the  security  and  the  1^1  imSkiimey     the  bond,  on  evory 
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Olio  tliat  is  put  out.  They  are  the  moral  obligation  of  the  United  States  and, 
as  we  conceive  it,  that  obligation  which  the  Government  assumes  entitles  it 
to  know  what  the  management  of  each  bank  is  and  if  it  is  sound. 

Mr.  Steagall.  Do  you  think  the  real  owners  are  the  borrowers,  or  the  farm- 
loan  system  will  ever  cut  loose  from  the  Government  and  support  themselves? 

Mr.  LoBDBEx.  How  is  that?  The  owners  of  the  system,  no. 

Mr.  WiNGO.  There  are  a  good  many  people  r^resenting  these  farm-loan  asso- 
ciations who  are  insisting  as  one  extreme  proposition  that  the  Government 
should  be  out  entirely,  and  that  the  associations,  their  own  associations,  sliould 
absolutely  run  them.  ^  . 

Mr.  LoBDETX.  Yes. 

]Mr.  WiXGo.  Then,  there  is  another  extreme  group  who  say  that  this  Govern- 
ment has  set  up  this  agency  and,  being  morally  responsible  for  it,  tiie  Govern- 
ment ought  to  control  it  entirely. 

In  between— and  I  am  not  undertaking  to  say  which  view  I  take;  I  am  jiist 
suggesting  that  the  committee  has5  got  to  decide  it — ^in  between  is  a  group  of 
men  who  say  that  while  it  is  cooperative  it  is  a  cooperativt*  institution,  and 
the  borrowers  own  the  stock  temporarily,  vol  tliey  liave  a  vital,  sv'lfisli  interest, 
not  only  that  tlio  system  sliall  bo  propoi'ly  niana.irod  and  shall  l^e  sound  l)ut 
that  wh*'n  the\-  iru  into  the  market  to  niavk(»t  their  S(^ruririt's  that  tlie  investing 
ini])lic'  imisr  licliove  tliat  tlie  systt'in  is  sound.  And  by  havinji:-  this  l>alan<vd 
system  you  have  hoard  referred  to,  aduijled  a  plan  callod  the  '"  balancin;;- 
system/*  that  the  leuiporary  owners  or  borrowers  will  select  half  of  the  di- 
rectors; then  the  Government  supervising  board  will  select  the  otlier  half: 
and  then  the  two  groups  working  together  will  select  a  man;  and,  in  order 
to  insure  confidence,  that  they  ^all  select  for  that  seventh  man  a  practical 
farmer. 

We  had  just  as  well  face  it.  and  I  have  one  man  who  is  a  pretty  irood 
farm  owner  in  one  of  the  Northwestern  States  who  says  :Movenients  coiut* 
and  go,''  Sup[»ose  that  in  some  particular  district  an  extremely  improvident 
man  should  iro  out  and  capture  these  three  directorshi]>s,  witmml  the  ))orrowors, 
who  are  busy  on  their  farms,  realizing  that  they  have  been  misled,  and  that 
is  brought  home  to  the  board  here  at  Wasliington;  and  they  say  then,  for 
the  benefit  of  maintaining  the  int^ity  of  t^at  system,  tiiat  the  man  tliat 
groups  put  up  we  are  going  to  scrutinize  very  carefully  and  see  that  he  is 
not  a  man  who  lias  sdfish  desires  but  a  bona  fide  interest  in  the  soundness  and 
tbe  practical  workings  of  the  system;  and  unless  this  venturesome  group 
puts  up  a  practical  man  like  that,  here  [illustrating]  will  be  a  man  who  sits 
there  and  will  be  a  cheek  against  tiiat.  That  is  the  argument  in  favor  of  the 
balancing  system.  I  am  told. 

Mr.  LoBDELL.  That  is  it  exactly. 

Mr.  WixGO.  If  the  Government  is  going  to  put  up  the  control  and  have  the 
moral  responsibilities,  we  ought  to  have  a  check  there  so  that  they  will  not  be 
made  to  mtter  by  three  men  getting  control  temporarily,  it.  is  coi^^ded. 
That  is  the  qnestion  we  will  have  to  decide. 

Mr.  Lqbdklx..  Let  me  carry  your  illustration  a  little  further.  I  was  recently 
In  the  northwest  section  where  the  conditions  have  been  adverse  and  fore- 
closures have  been  necessitated.  One  aggressive  fellow,  with  his  eye  on 
the  situation,  a  director  of  the  Federal  land  bank,  said :  "Adopt  this  or  there 
won't  be  any  favors.'*  Imagine  where  the  credit  of  the  bank  goes  with  a  di- 
rector of  that  class. 

Mr.  WiNGO.  The  only  argument  in  favor  of  the  balanced  system  is  that  one 
practical  argument  that  the  sole  object  is  to  be  sure  to  maintain  in  the  minds 
of  the  investing  public  that  the  system  is  properly  manned. 

Mr.  Jjommx.  I  would  go  a  step  further. 

Mr.  WiNGO.  That  is  the  only  reasonable  purpose? 

Mr.  LoBDEix.  I  think  I  would  go  one  step  further,  Mi-.  Wingo,  and  that 
would  be  personal,  and  I  would  not  speak  for  anybody  but  myself  on  the 
board,  the  whole  pathway  of  progress  of  cooperative  enterprises  is  strewn  with 
wreckage  that  came  from  internal  dissension.  A  $60,000,0*)0  land  bank  is  too 
big  a  thing  to  trust  to  the  possibility  of  internal  blow-ups  and  the  scramble  for 
officios  among  the  people  who  have  no  interest 

Mr.  Wingo.  That  is  the  central  idea? 

Mr.  LoBDELL.  Yes. 

Mr.  Wmea  Unless  Qiey  have  a  refl|M>n£dble  dieck,  there  may  be  abnormal 
c(mditl<ms  ariiring  In  these  bajdoei? 
Mr.  Jjmmju  ITei,  air. 
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Mr.  Wingo.  That  is  what  has  been  urged  to  me  with  a  great  deal  of  serious- 
ness and  force.  ^  , 

Mr.  LoroKLL.  In  discussing  the  association  matt^,  which  we  will  approach 
in  a  moment,  I  will  amplify  the  financial  dangar  of  Hie  assodaticm  ^eetioii  of 

directors.  .  ^  ^ 

Mr.  Stkagaix.  The  argument  is  also,  is  it  not,  that  the  farmer  is  benefited 
by  his  association  with  the  Government  in  this  scheme,  rather  than  being  in 
the  hands  of  an  enemy? 

Mr.  I.OBDELL.  I  do  not  see  where  you  figure  on  the  enemy,  unless  you  figure 
on  the  Government  being  his  enemy, 

Mr.  Steagall.  The  policy  of  the  Government  in  this  whole  scheme  has  heeai 
to  foster  and  be  able  to  assist  the  farmer  ttirongh  these  organizations? 

Mr.  LOBDKLL.  Yes ;  and  there  has  been  no  protest  £rom  the  ftmnew  againrt 
the  govemmcmtal  control  of  these  institutions. 

Mr.  Stevensow*  The  reason  I  raised  that  question  is  that  it  is  a  pretty  live 
question  whenever  you  get  it  properly  agitated,  as  it  will  be  in  the  district  you 
are  speaking  of.  They  say:  "  Look  what  you  have  done.  You  fellows  own  the 
stock;  your  mortgages  are  the  hasis  of  all  the  credit.  Thos^e  men  down  there 
are  appointed  merely  to  supervise  this  thing,  and  yet  they  are  given  absolute 
control,  and  you  have  no  way  of  getting  at  them."  Then  they  will  go  on  to 
say  that  it  could  not  be,  because  you  wonld  tear  the  thing  up,  because  nobody 
is  allowed  to  vote  here,  ezc^t  aomdtody  who  has  actually  a  memtmw  inlerai^ 

which  they  have  not  got 

Mr.  LoBD£E£.  Your  assumption  is  there  in  the  method  of  the  election. 
Mr.  SrrsvERSON.  I  mean  of  the  three  ai¥l  the  man  with  the  balance  of  th«» 
power. 

Mr.  LoBDELL.  In  the  election  of  the  three,  the  farmer  does  not  get  imy  vote. 

Mr.  Stevenson.  His  representative,  the  association,  does? 

Mr.  LoBDELL.  The  secretary-treasurer  does. 

Mr,  Stevenson.  Well,  he  is  their  representative? 

Mr.  LoBDKLU  And  so  is  the  Federal  Farm  Loan  Board  his  r^iesratative. 

Mr.  STKVSNSOH.  The  Farm  Loan  Board  Is  his  representative,  chosen  to  be  a 
director,  and  the  Farm  Loan  Board,  you  say,  had  to  have  a  check  on  it ;  and 
I  am  just  saving  you  some  of  the  difficulties  that  arise.  I  have  been  through 
a  good  many  rows  in  corporations,  and  I  know  how  well  human  nature  runs 
sometimes,  and  how  bad  it  runs  sometimes.  The  Farm  Loan  Board  has  a  very 
effective  check  on  these  banks,  in  that  they  can  not  issue  any  bonds  or  get 
any  money  without  the  approval  of  the  Farm  Loan  Board.  That  is  a  very 
effective  check,  and  they  can  make  that  absolute. 

I  agree  with  yon  that  it  is  best  to  saf^oaid  it  so  that  this  Bolshevist  can  not 
come  In  there  and  g^  It  But  whether  it  is  best  to  fix  it  the  way  you  have  it 
here  Is  a  very  serious  question,  because  you  just  frankly  do  not  propose  for 
the  people  who  really  own  the  s^tmi  to  contsol  by  tiie  election  of  the  majority 
of  directors. 

Mr.  LoBDELL.  Yes. 

Mr.  Strong.  Because  their  individual  interest  is  so  small  that  they  will  not 
give  it  much  personal  attention. 
Mr-  Stevenson.  That  may  be.   I  am  talking  about  the  ultimate  result  of  this 

thing. 

Mr.  LoBDBLU  Tour  argument  is  logical,  but  the  facts  are  against  your  argu- 
ment  Th«e  are  four  thousand  four  hundred  odd  of  these  associations.  Last 
year  less  than  400  out  of  4,000  held  annual  meetings ;  that  is,  had  enough  interest 
to  get  together  and  elect  directors,  Xou  get  into  the  question  Congressman 
Wingo  raised. 

We  have  a  concrete  case  in  Texas,  where  over  $7,000  had  been  distributed  to  a 
farm-loan  association  in  the  form  of  dividends  from  the  Federal  land  bank, 
and  these  people  to  whom  they  intrusted  tlie  management  of  the  bank  had 
taken  so  little  interest  in  that  that  their  directors  had  given  tMs  man  a  con- 
tract by  which  he  made  a  continuing*  compensation  to  absorb  that 
entire  dividend.  That  is  typical  of  their  inattention- 
Mr.  Stbvknson.  There  is  no  doubt  about  that. 

Mr.  LoBDEix.  Let  me  go  a  step  further ;  and  before  you  conclude  the  hearings 
I  want  to  ask  Mr.  Quick  and  Mr.  Lever,  whom  you  gentlemen  know  to  be  active 
cooperators,  and  who  have  had  charge  of  farm-loan  associations,  to  appear 

before  you.  ,  ^  ^  • 

There  is  a  fundamental  difference  between  the  so-called  cooperative  loan  asso- 
ciations and  any  other  cooperattve  enterprise.  Yon  have  down  in  your  State 
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cotton  growers  aiul  tobacco  growers.  Tliey  have  an  aniiual  need.  They  have 
a  crop  of  cotton  and  tobacco  every  year,  and  tUey  have  got  to  be  on  the  job  all 
the  time  to  get  the  benefits. 

Mr.  Stevenson.  Our  experience  has  been  that  we  can  not  get  them  to  pay  any 
attention  at  all  to  the  business  of  the  association  after  they  get  their  loan. 

K«r.  LoBDEu.  Our  records  disclose  that  the  reports  of  those  annual  meetings 
indicate  less  than  400  had  a  quorum  of  the  stockholders  preset* 

Mr.  Stevenson.  We  are  getting  this  in  the  record,  I  guess.  I  want  some- 
thing to  justify  this  assumption  for  putting  the  authority  all  in  one  place,  is  the 
reason  I  got  after  it. 

Mr.  LoBDELL.  It  is  proper,  because  it  is  the  pertinent  question. 

Mr.  WiNGO.  One  of  the  most  difficult  questions.  We  had  this  same  trouble 
in  connection  with  the  directors  of  the  Federal  reserve  banlv.  We  finally  ar- 
ranged  for  three  to  be  selected  by  the  banks  therein  and  three  by  the  Federal 
Reserve  Board,  and  then  we  permitted  member  banks  to  elect  a  certain  group 
to  rpresent  the  public  and  be  tbe^t  own  directors  In  the  member  banks.  And 
the  question  was  how  to  balance  it  so  as  to  get  stability  against  what  you 
might  call  an  extreme  condition  that  might  arise,  but  on  the  theory  that  both 
.^-ets  would  l)e  working  for  the  good  of  the  system,  where  you  had  it'pretty  well 
balanced,  and  that  in  case  of  some  extreme  emergency  that  you  would  have 
some  safety  valve  by  which  you  could  get  safety.  I  recognize  the  force  of  the 
other  /irgument. 

Mr.  LoKWix.  The  national  bank  and  the  shareholder  of  a  national  bank  as 
a  participant  in  the  Federal  reserve  system  is  on  a  different  foottx^  The 

snareholders  there  Imve  a  permanent  investment  that  they  have  made  in  the 
hope  of  profit ;  the  shareholder  in  this  is  not  properly  spoken  of  as  a  share- 
holder ;  he  is  a  contributor  to  a  guaranty  fund  which  rmis  the  average  lif^ime 

of  his  loan. 

Mr.  WiNGO.  And  his  selfish  interest  is  different  from  that  of  the  private  or 
national  banker,  because  their  only  selfishness,  aside  from  the  general  man- 
agement of  the  system,  is  the  getting  his  dividend  that  might  be  coming  to 
hitai. 

There  is  a  question  Mr.  Stevenson  very  weH  put,  the  view  which  is  op- 
posed^  

The  Chairman  (interposing).  As  a  matter  of  fact,  th^e  are  three  interests: 
You  have  the  borrowers',  the  investors',  and  the  Govemioent's  interest,  which  is 
supervisory.  The  interest  of  the  borrower  mainly  ceases  when  he  gets  a  loan, 
except  that  he  is  interested  in  getting  the  dividends  on  the  amount  of  the 
stock  he  takes,  which  is  additional  security  to  his  loan,  and  is  a  small  item,  of 
course. 

Mr.  Stevenson.  It  tends  to  reduce  it? 
The  Ohaibkan.  It  tends  to  reduce  it ;  yes. 

Mr.  LowKEX.  There  is  another  very  distinct  interest,  and  it  is  named  in  the 
but— that  is,  the  public  interest.  It  is  the  task  of  you  gentlemen  legislating  and 

of  the  farm  board  in  administering  the  system  to  so  legislate  and  so  administer 
that  the  system  is  kept  open  to  the  public  service.  The  fellow  on  the  outside 
who  wants  to  get  in  and  get  a  loan  has  a  very  vital  interest  in  tlie  continuity, 
laoundness,  and  activity  of  the  farm-loan  system. 

Mr.  Stevenson.  The  big  interest  is  the  perpetuity  of  the  system  so  as  to  con- 
serve agriculture  generally. 

Ml*.  LoBDELL.  The  continuing  interest  is  a  very  permanent  interest,  and  that 
is  the  one  that  we  think  loans  are  made  on,  to  take  Congressman;  Stevenson's 
apt  illustraticm.  If  the  Bolrfievists  should  capture  a  South  Carolina  bank  and 
there  pursue  the  process  of  n^lecting  collections  or  In  making  radical  loans 
that  the  board  did  not  approve,  we  could  bring  that  bank  to  a  standstill,  but 
it  would  bring  the  service  in  that  land-bank  district  to  a  standstill  and  discredit 
the  Federal  farm-loan  system. 

I  am  particularly  convinced  that  the  success  which  we  are  pleased  to  believe 
it  has  had  has  rested  vei'y  largely  upon  continuity  of  management  and  contin- 
uity of  pux'pose  and  plan  and  system — not  the  best  Farm  Loan  Board,  maybe 
not  the  best  people  in  the  bank;  but  you  have  a  single  directing  management, 
and  I  think  that  is  where  our  success  has  come  from. 

Mr.  Stevsnson.  I  think  the  weak  point  in  the  whole  thing  is  the  secretary 
of  the  local  association.  I  think  he  is  usually  a  man  in  the  country  very  much 
opinionated  and  nobody  else  knows  anything. 

Mr.  LoBDEix.  The  possibility  of  that  Texas  situation  is  somewhat  startling, 
but  it  you  stop  to  think  about  it.it  is  not  so  much  so.   There  was  8  per  cent 


t^ritory;  here  was  wide  awake  associations  [illu^rating]  using  5i  per 
cent  money  and  all  between  is  one-fnnrth  per  cent  a  year,  and  that  only 
made  5f  per  cent.  But  he  has  taken  away  that  $7,000  that  ought  to  have 
gone  to  those  people. 

The  (mly  other  chan;4c  that  Section  makes  in  the  machinery  is  this:  The 
law  as  originally  drafted  provided  that  directors  selected  by  the  association 
should  be  elected  form  the  district  at  large;  tliis  bill  provides  that  the 
Farm  Loan  Board  shall  divide  the  land  bank  district  up  into  directw^s 
districts,  having  created  it  in  proportion  to  the  borrowers  and  associations 
within  a  given  district  The  tliondit  In  mind  will  be  illustrated  in  Congress- 
man Nelson's  district,  where  North  Dakota  by  concentrating  the  principal 
directors  could  elect  all  of  them;  and  the  idea  is  to  create  three  districts 
fairly  outlined  as  the  number  of  association  borrowers  meet  in  each  dis- 
trict, and  each  of  those  districts  elect  its  own  directors. 

Mr.  WiNGO.  How  did  tliat  plan  work  out? 

Mr.  LoBDKLL.  That  is,  the  voting  strength  of  the  association  rests  ou 
the  amount  that  has  been  borrowed  through  it  with  the  limitation  not 
exceeding  20  votes  to  one  shareholder. 

Mr.  WiNGO.  We  will  be  asked  as  to  the  number  of  provisions  in  each 
district.    For  illustration,  I  bdieve  in  my  district  there  are  three  States? 

Mr  LoBDFXT..  Yes. 

Mr.  WiNGo.  That  is,  Illinois,  Missouri,  and  Arkansas,  is  it  not? 

Mr.  LoBDELL.  Yes. 

Mr.  WiNGO.  Illinois,  we  will  assume  iov  ihe  purposes  of  this  h'U.  will 
turn  in  i>3r),000  loans.  Would  it  not  be  possible  t<)  have  in  that  <>ne  State 
loans  in  majority  amounts,  and  what  would  be  the  effect? 

The  Chaibman.  There  is  a  limitation  that  they  shall  be  entitled  to  only 
so  many  votes. 

Mr.  LoBDEXL.  That  is  the  answer. 

;Mr,  WiNGO.  What  I  am  talking  abinit  is.  how  are  you  going  to  *Uvide  the 
districts,  when  you  take  into  consideration  that  yon  are  going  to  have  one 
teiTitory  consisting;  of  all  of  Arkansas  and  that  of  Missouri? 

Jlr.  LoBDELT^  I  would  suggest  a  change  in  that. 

Mr.  Wtngo.  You  see  what  I  am  driving  at? 

^Ir.  LoBDELT..  Yes.  After  the  word  borrowt^rs, '  the  amount  of  loans 
outstanding  should  i)erhai>s  be  stricken  out  and  inserted,  instead  of  

Mr.  Wtngo  (inteniosing).  I  thought  there  might  be  crit^isms  of  it 

Mr.  licmrnz^  I  see  how  that  can  be  improved.  Strike  out  the  words 
''And  amount  of  loans  outstanding  in." 

Mr.  WiNGo.  You  are  pursuing  the  policy  of  trying  to  have  each  of  tliose 
natural  political  subdivisions  all  represented? 

Mr.  LoBDELL.  That  would  reduce  the  $25,000  men  down  to  the  same  basis 
as  the  $2,000  men. 

Mr.  WiNGo.  You  can  see  where  yon  would  have  trouble.  Say,  for  illustration, 
you  had  a  district  or  division  made  l>y  part  of  Arkansas  and  Missouri,  and  an- 
other part  of  Illinois,  and  then  you  would  have  Illinois  in  part  of  two  districts, 
whidi  would  teave  Arkansas  without  a  single  member,  and  maybe  you  would 
have  two  from  Illinois.  You  would  produce  a  friction  that  would  cause  critl- 
ciffln  of  the  meri^  or  the  iflqparttality,  and  I  siippose  you  want  to  av<^d  that  if 
possible. 

Mw  LoBDELL.  And  the  suggestion  is  made  to  do  that,  Mr.  Wingo. 

Mr.  Stevenson,  As  I  understand,  on  page  5,  lines  15  to  20,  you  provide  that 
the  association  shall  cast  a  certain  number  of  votes,  and  also  each  borrower 
shall  cast  not  exceeding  a  certain  number  of  votes. 

Mr.  LoBDsax.  No ;  that  is  where  the  individual  borrowers  

Mr.  WiNoo  (interpofiing).  Where  they  borrow  through  agencies  and  associ* 
ations? 

Mr.  LoBUETX.  Yes. 

Mr.  Wingo.  I  understand. 

j\Ir.  LoBDELL.  That  is  in  addition  to  the  original  provision.  Under  the  origi* 
ual  provision  the  borrower  did  not  have  any  votes;  this  gives  him  a  voice. 

Section  6 — that  is,  section  3  of  this  bill,  page  7 :  That  sets  up  a  central  organi- 
zation, composed  of  tlie  directors  of  the  presidents  *>f  the  subscribing  Federal 
land  banks,  who  are  given  permission  to  select  an  additional  director,  and  this 
organization  having  power  to  sell  the  bonds,  the  powers  of  the  land  bank,  being 
the  bank  of  issue  for  all  of  the  banks,  and  would  provide  for  but  one  form  for 
the  fartti4oaii  boiid«  tnatead      12.   It  provl<tes  that  when  your  bank,  Mr. 
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Strong,  wants  to  make  an  issue  of  bonds,  it  puts  up  security  and  the  central 
organization  makes  the  bond  issue  on  its  behalf. 

The  Chairman.  That  creates  entirely  new  organizations  independent  of  the 
Federal  Farm  Loafa  Board? 

IMr.  LoRDtXL.  Not  iiulependent ;  under  the  supervision  of  it. 

The  ('HAiKAiAN.  Vmlor  tlie  supervision  of  it,  but  it  is  a  new  department  which 
will  iie  :i  coniiileto  oriiniii/.tition  wiMiin  itself.  Of  ('(Mirse,  that  association  has 
a  ^a'eat  nvdwy  ]»rivileges  anti  resiMnisibilities.  How  elaborate  an  organization 
will  I>e  retiuire<l. 

IMr.  I/>BDKi.L.  Vi»u  see,  ii  does  not  make  any  loans;  and  it  Is  merely  a  me- 
chanical organization,  executing  and  delivering  the  bonds  of  the  several  

The  Chaibmait  (interposing).  That  is  the  selling  agency  which  we  were  dis- 
cnssing  a  few  moments  ago? 

Mr.  LoBOEXL.  Yes;  and  whatever  force  the  sales  might  call  for. 

Mr.  STR0N(i.  That  would  make  all  the  bonds  of  the  12  banks  uniform. 

Jlr.  LoBDEr-L.  Yes.  They  are,  of  course,  in  law,  UTiiform  now.  But  Ave  run 
into  this  situation:  The  State  of  New  York  by  legislation  has  sanctioned  the 
purchase  of  b<^>n(ls  l)y  guardians,  trustees,  and  fiduciaries  in  control  of  the 
State,  but  limiting  it  to  the  bank  of  that  district.  The  State  of  Minnesota  did 
the  same  thing ;  and  it  creates,  of  course,  a  discrimination  between  banfcs  that 
does  not  exist.  There  is  that  urgent  reason  for  this  unifying  in  addition  to  tbe 
mechanical  proMSS.  All  of  them  bonds  have  to  be  printed  here  and  sent  to  the 
various  quarters  of  the  country,  executed  and  returned ;  and  under  the  present 
plan  all  sold  under  the  direction  of  the  Farm  Loan  Board  and  brought  back  here 
for  distribution. 

Mr.  Strong.  It  would  tend  to  provide  better  sale  of  the  bonds  at  a  lower  rate 
of  interest. 

Mr.  LoBDELL.  It  would  unify  the  bonds  and  reduce,  in  our  judgment,  the  ex- 
pense of  printing  and  execution  and  sale. 

Mr.  Stbono.  And  would  prevrat  any  discrimination  between  the  bonds  of 
the  different  banks  because  of  laws  that  might  be  enacted  by  the  States? 

Mr.  LoBDEix.  Yes.  It  does  for  the  banks  very  much  what  we  did  in  legisla- 
tion tor  the  Federal  reserve  banks  in  reference  to  their  issue.  Those  of  you 
who  participated  in  the  original  draft  remember  each  Federal  reserve  bank 
issued  Federal  reserve  notes,  and  then  came  along  subsequent  legislation  by 
whicli  all  notes  were  issued  by  the  Government  on  behalf  of  the  Federal  reserve 
bank.    It  is  very  closely  analogous  in  that  respect.  ' 

Mr.  WiNGo.  Two  questions  arise  in  my  mind  on  the  subject  of  the  central 
land  bank,  and  I  recall  from  reading  the  bill  hurriedly  oniy  in  two  respects 
does  the  Farm  Loan  Board  exercise  any  authority  or  discretion  with  reference 
to  this  bank  at  alL  Hie  first  is  the  initial  diserimlnati<m  of  determining 
whether  or  not  you  i^iaU  oi^anize  a  buik? 

Mr.  LoBDELL.  Yes. 

Mr.  WiNGO.  If  you  once  decide  to  organize  the  bank,  and  then  it  proceeds  to 
organize,  you  will  have  absolutely  no  power  or  control  over  it,  except  that  you 
supervise  it  in  the  making  of  its  by-laws? 

Mr.  LoBDELL.  Oh,  no ;  it  can  not  issue  a  bond  without  approval  of  the  Farm 

Loan  Board.  ^  * 

Mr.  WiNGo.  I  am  going  to  get  down  to  tbe  diffiemit  pointf.  One  <rf  them, 

you  see,  has  issued  bonds? 
Mr.  I^ypfwcT-T..  Yes. 

Mr.  WiNCK).  It  makes  application  for  tlie  approval  of  such  issue.  Yon  have 
got  to  aprove  their  issue  of  bonds? 

Mr.  LoBDELL.  Yes. 

Mr.  WiNGO.  What  else  may  you  do? 

Mr.  LoBDELL.  Nothing  else,  except  to  have  general  supervisory  power,  and 
there  is  nothing  else  it  can  do  but  issue  bonds. 
Mr.  WiNGo.  It  can  fix  salaries  and  incur  expenses. 

Mr.  LoBDSLL.  We  have  the  same  supervision  ovot  it  as  the  Federal  land 
banksL 

Mr.  WiNGO.  Just  where  is  that?  Here  is  what  I  think  you  intended,  to  be 
frank:  I  think  the  draftsman  intended  something  and  I  do  not  think  it  is  suffi- 
cient—page 10:  To  prescribe,  by  its  board  of  directors,  subject  to  the  supervi- 
sion and  regulation  of  the  Federal  Farm  Loan  Board  "—but  what  is  it  that  is 
subject  to  the  supervision  and  regulation  of  the  Farm  Loan  Board?  The  pre- 
scription of  by-laws.  I  think  there  is  where  you  intend  to  give  blanket  au- 
thority.  I  think  it  might  be  as  well  at  some  place  where  you  originally  provldte 


±JbiDEBAL  FARM  LOAJS  ACT, 


2$ 


which  bank  shall  be  usbjeot  to  the  general  supervision  luu]  <  onlr'^l  <>l:  the  Farm 
Loan  Board,  with  the  purposes  pnnided  by  rhe  Federal  farm  Inan  act.  In  other 
words,  let  you  have  a  general  supervisory  control  or  residuary  [)ower  to  meet 
some  unknow  exigency  whicli  might  arise  where  the  question  would  be,  having 
established  an  independent  corporation  and  gave  it  a  corporate  existence,  and 
having  undertaken  to  say  that  in  certain  instances  tlie  Farm  Loan  Board  had 
power  to  supervise  approve,  and  control — that  Iiaving  ^ecifically  enumerated 
one  such  power,  it  excluded  the  otber8<? 
Mr.  LoBDKLL.  Yes. 

Mr.  WiNGo.  You  see  the  point  I  am  driving  at.  I  want  to  direct  your  atteu- 
to  that  and  see  if  you  should  have  a  broad  geiieral  supervision  there. 

Mr,  LoHDKi.i..  If  there  is  not  such  u  provision,  it  sliould  be  inserted  at  the  end 
of  the  sectioii  on  pagt^  IS. 

Mr.  Sri:vKxsox.  I  lliink  it  is  pra.ciieally  inserted  here,  but  in  language  which 
is  ambiguous — the  supervision  and  regulation  of  the  Federal  Farm  Loan 
Board  "—the  following  tiling,  and  all  of  them  are  subject  to  supervision—"  by- 
laws not  inconsistent  with  law  regulating  tbe  manner  in  which  stock  shall  be 
transferred,  its  graeral  buslneas  conducted.*'  Tliey  int^ded  to  ^ve  super- 
vision. 

Mr.  Wrx(;o.  Let  me  make  this  suggestion  and  see  what  vou  \\\mk  of  it:  What 
do  you  think  of  it  right  in  the  beginning  of  paw  7,  wluuv  it  says,  -^That  the 
Federal  Farm  Loan  Board  may.  in  its  discretion  and  as  hereinafter  provided, 
liave  general  supervision  and  control  *)f  said  l>oard  for  the  purposes  of  this 
act "? 

Do  you  not  think  that  might  be  better,  and  then  you  would  make  the  further 
change  that  you  suggest?  In  other  words,  you  are  going  to  have  immediately 
this  situation :  Whenever  you  undertake  to  set  up  a  central  bunk,  which  will  be 
a  bank  of  bond  issue  and  also  he  authorized  to  deal  in  Government  bonds  and 
a  lot  of  other  things,  you  are  going  to  have  a  wliole  lot  of  people  who  will  be 
afraid  of  a  central  bank  of  that  kind,  and  they  want  it  held  down  for  i  he  pur- 
poses of  the  farm  loan  act  and  subject  to  supervision  and  coutn»l  of  the  board 
that  executes  and  administers  the  farm  loan  act. 

Mr.  LoRDELL.  If  the  provision  there  is  not  broad  enough,  I  suggest  that  you 
insert  at  the  end  of  the  section  on  page  13,  in  substance,  the  following: 

"The  Federal  Farm  Loan  Board  shall  have  the  same  supervision  and 
authority  over  the  central  land  bank  that  it  has  oxeat  other  land  banks.*' 

Mr.  Wmao..8uppose  you  go  over  it  and  figure  on  these  <^anges  that  you  have 
in  view. 

Mr.  LoBDELL.  There  might  be  some  question  whether  that  supervii^on  is  as 

broad  as  it  was  intended  to  be. 

Mr.  WiNGo.  If  you  are  going  to  liave  it,  I  want  to  see  that  it  will  carry  out 
your  purposes  and  still  be  safe. 

Mr.  LoBDELL.  That  is  very  well  suggested. 

Mr.  WiNGo.  What  is  the  necessity  for  that? 

Mr.  LoBuixiu  The  necessity  arises,  first,  from  the  tendency  to  discriminatory 
l^islation,  which  establishes  a  dilterent  market  for  the  bonds.  To  illustrate, 
the  Sprin^eld  bond,  with  its  access  to  the  fiduciary  market  in  New  York  City, 
is  worth  one-half  to  a  cent  more  in  the  market  than  the  St.  Louis  bond.  It  is 
to  stop  that ;  the  entire  mechanics  of  it  will  be  simplified  by  centralizing  here 
in  Washington  the  physical  work  of  executing  and  delivering  the  bonds,  as 
against  shipping  them  to  the  several  points  and  bringing  them  back ;  and  the 
final  administration  of  the  sales,  which  is  the  proper  capacity  of  the  banks  by 
these  organizations,  of  which  they  are  the  component  parts  and  controllers, 
subject  to  the  review  of  the  board.  A  consid^ble  purpose  is  to  relieve  it  of 
the  function  which  it  has  aasumed,  and  with  which  assumption  I  am  satisfied, 
but  the  assumption  of  a  function  that  you  gentlemen  did  not  intend— that  was 
to  be  the  sales  agwt  for  the  land  banks— and  thus  creating  their  own  sales 
agmits  to  manage  these  banks,  relieving  the  board. 

Mr.  WiNGO.  Why  should  the  board  be  relieved  of  that  responsibility  and 
right? 

Mr.  LoiJDELL.  There  is  one  outstanding  reason,  Congressman  Wingo:  Mani- 
festly the  policy  pursued,  inaugurated  by  Commissioner  Norris,  of  selling  the 
bonds  is  the  very  best  one  possible.  It  reduces  the  cooperative  marketing  idea 
to  an  exact  science ;  assembles  the  bonds  for  the  12  banks,  sells  them  in  one 
grand  total  at  Sie  best  maA^  price,  and  every  way  to  the  best  advantage. 

Somebo^  has  got  to  make  a  contract  for  the  sale  of  those  bonds.  It  Is 
cleatiy  demonstrated  that  a  competitive  bidding  market  is  not  the  way,  and 
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it  is  not  a  pleasant  task  for  a  public  official  to  sit  down  and  make  an  ex  parte 

contract. 

Mr.  AA'iNGo.  Tt  is  the  task  of  a  business  liouse  and  not  the  task  of  an  adminis- 
trator of  a  iiublic  service, 

1  want  you  to  ^ive  iii  detail  the  reasojis  why  the  hoard  can  not  perrorin  all 
the  functions  that  are  su|»iM»sed  to  he  ix^rfornied  and -afhninister  all  the  duties 
that  are  supposed  to  he  pi»rf<>rnied  hy  this  central  land  bank;  in  other  words, 
why  can  not  tlie  board  by  u  proper  provision  and  organization  inside  the- 
board's  department  here  set  up  a  bond-selling  division  of  your  system ;  and  if 
you  think  it  wise  to  have  just  one  issue  of  bonds,  have  the  board  given  the 
authority  to  issue  and  sell  the  bonds  in  the  name  of  the  whole  system?  Why 
set  up  a  separate,  distinct  organization  and  machinery?  Why  not  have  that 
same  oriranization  as  a  division  of  the  Fe<leral  Farm  Loan  Board? 

Mr.  I^<>iU)KM..  T  endeavortMl  to  auswei*  that  and  did  not  (»hserve  Avhen  1  was 
nearly  throu.uii  that  you  had  heen  calletl  out:  First,  the  pliysical  ])rocess — the- 
Federal  Farm  Loan  l><»ard  has  imi  any  time,  and  they  are  ni»t  exactly  indolent, 
either,  and  none  of  us  would  undertake  the  task  of  signing  all  these  bonds;  it 
would  be  beyond  the  physical  capacity  of  any  man  to  do  that  and  do  anything^ 
else. 

But  I  said  that  the  fundamental  objection  of  the  board  is  this:  That  the 
best  method  beyond  peradventure  of  sellini^  honds  is  the  method  pursued  of 
employing  salesmen  and  sellin.^  them  in  bulk.  I'o  do  th.at  you  must  make  a 
contract.  That  is  tlie  task  of  a  luisiness  institutitai  and  not  of  a  laiblic  admin- 
istrator. Tt  is  an  micomfortahie  frelin.u"  to  he  making  an  ex  parte  contract  on 
behalf  <»f  these  lianks  all  tli*^  time  as  a  i)uhiic  otticer.  T  would  not  hesitate  to  do 
it  for  my  hank;  I  would  n((t  hesitate  to  do  it  as  the  administrative  otilcer  of  a 
central  bank  or  of  a  land  bank.  But  yon  can  appreciate  the  discomfort  of  that 
situation,  Mr.  Wingo,  in  a  public  officer. 

Mr.  WiNGO.  I  will  be  frank  with  you  and  say  this  critically,  not  accusing- 
any  member  of  tlie  board  of  being  lazy,  but  I  did  not  catch  the  point  you  are 
making  there.  Why  ^^uld  they  have  any  discomfort  in  making  these  con- 
tracts witli  the  purchasers  for  the  banks  in  a  controlling  and  supervising^ 
capacity? 

^ir.  LoHDEJ.L.  You  are  always  (»pen  to  the  accusation  of  having  made  a  prefer- 
ential contract  or  having  made  a  contract  for  personal  reasons.  I  do  not 
know  whether  these  insinuations  have  been  made. 

Mr.  AViNGo.  I  appreciate  what  you  are  driving  at,  but  would  not  that  come 
home  to  you?  Can  this  central  board  at  the  head  of  the  responsibility  to  the 
public  escape  that  criticism  that  goes  to  every  other  public  official  of  favorlti«n 
in  those  other  things? 

Mr.  LoBDKix.  I  am  fairly  sensitive  to  criticism,  but  I  think  that  is  asking 
too  much  of  any  public  otlicial.  The  task  was  committed  to  the  land  banks  of 
selling  the  bonds.  If  you  ask  each  hank  to  try  to  peddle  honds,  you  would 
have  chaos  and  competition  with  each  other  and  a  difference  in  the  rates. 

Mr.  STKAGATiT..  I  do  uot  See  occasion  for  so  much  difference  in  the  rates  when 
the  bonds  are  all  one  so  far  as  the  banks  are  concei-ned. 

Mr.  LoBDELL.  It  is  just  the  psychology.  There  is  no  answer.  But  you  go  HP 
into  New  England  before  we  had  that  legislation  and  those  bond  buyi^tn  woul* 
reach  for  the  bonds  of  the  Springfield  bank,  and  yet  I  know  and  everybody  else 
knows  that  it  is  tSie  poorest  agricultural  section  in  the  United  States. 
Mr.  Stevenson.  And  the  poorest  bank  in  the  system  from  a  money-maldns 
standpoint? 

Mr,  LoHDKLL.  It  was  the  slowest  in  development;  yes.  And  it  is  the  hardest 
problem  to  have  good  security,  and  yet  the  psychology  of  people  is  such  that 
they  will  buy  a  l)ond  of  the  local  hank  and  discriminate.  You  have  got  to  go 
i)Ut"of  the  territory  of  your  bank,  Mr  Stevenson,  and  yours,  Mr.  Steagall,  and 
pretty  largely  yours,  Mr.  Wingo,  to  sell  bonds*  The  bonds  have  got  to  be  sold 
outside  of  the  borrowing  territory  of  the  banks.  The  territory  of  the  three 
land  banks  relatively  absorb  the  paper  of  ttie  12  land  banlts,  and  have  got  to 
absorb  it. 

This  agency  is  set  up.  composed  of  the  in'esid(Mits  of  the  12  htnd  hanks,  whose 
job  it  is  to  sell  the  honds,  with  the  possible  addition  of  one  director,  who  w«tuld 
lie  a  managing  directiU",  and  to  sell  in  a  centralized  way  the  bonds  that  we 
now  sell  f<»r  tlieni  and  the  contracts  that  we  now  make  for  them  pursuant  to- 
specific  authorizations  in  each  case.  To  me  it  appears  the  sound  and  logical 
way  to  do  it.  ' 
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Mr.  Stevenson.  I  understand  that  all  of  these  bonds  would  be  issued  by  the 

central  banks? 

Mr.  LoHDEix.  Yes. 

Mr.  Stkvi  NsoN.  But  it,  of  course,  shows  in  the  record  of  reserve-bank  issue? 
Mr.  LoBUELL.  Oh,  yes. 

Mr.  Stevknson.  And  shows  how  nmch  is  paid  up. 

Mr,  LoiiOKLL.  It  shows  how  much  is  paid  up,  and  shows  primary  responsi- 
bility. The  banks  make  application  for  bond  issue  just  as  they  had  made  appli- 
cation for  tlie  deposit  of  security.  The  Farm  Loan  Board  approves  the  issue 
of  the  bonds  and  certtfles  that  fact  to  the  central  bank  and  it  thea  autliorises 
it  to  make  issue  of  the  bonds. 

Mr.  Stevenson.  How  are  the  expenses  of  the  central  bank  to  ho  paidV 

Mr.  LoHDEij..  IM'csumably  from  its  own  earnings.  If  it  fell  down,  it  would 
have  to  be  assessed  against  the  

Mr.  Stevenson.  The  stockholders,  which  would  be  the  12  banks? 

Mr.  LoiJDELL.  Which  would  be  the  12  banks.  There  would  be  no  other  stock- 
holders* 

Mr.  WiNGO.  What  do  you  do  with  earnings  above  exposes? 

Mr.  LoBDELL.  Tliey  go  into  surplus  account. 

Mr.  WiNCxO.  What  would  you  finally  do  with  it?  If  it  was  economically 
managed  there  would  l)e  a  surplus.  Do  you  provide  for  distribution  at  any 
I>articular  period  over  and  above  expenses? 

Mr.  LoHDKLL.  I  think  not  at  the  moment,  and  I  do  not  think  I  would.  It 
started  with  small  capitalization,  relatively,  and  I  think  that  in  perpetuity  its 
growth  will  tind  use  for  its  funds  in  the  proper  control,  taldng  care  of  mai^ets 
and  tiie  administration  of  its  task  of  soling  bonds  as  its  power  grew.  It  takes 
.a  lot  of  money  to  sweep  up  the  bond  market. 

Mr.  Stevenson.  Ultimately  that  would  belong  to  the  ^»cMiolders,  anyhow. 
Aecumulations  there  does  not  hurt  it. 

Mr.  T.omMei-u  They  could  by  the  by-laws  for  distribution  at  any  time  they 
wont  to. 

Mr.  SiEAGAEL.  Who  is  ix^hVf!;  to  constitute  tite  officers  in  tlie  central  l)ank? 

;Mr.  T.oBDELL.  The  i)residents  of  tlie  12  Federal  land  banks  are  the  directors. 

?dr.  Steagall.  Would  it  be  practicable  for  them,  scattered  as  they  are 
throughout  the  comitry,  to  conduct  the  business  of  this  central  bank  with  head- 
quarters in  Washington  without  a  large  and  unnecessary  expense  in  transporta- 
tion and  all  that  kind  of  thing? 

:Mr.  LoKDELL.  I  think  it  WT)Uld  under  flie  supervision  of  the  Farm  Loan  Board. 
Th:!t  or^raniziiti<»n  wouhl  n<»t  do  anythin^^  for  them  that  we  do  not  do  now.  or 
that  they  do  not  ronie  here  and  do  tlieniselves.  They  c<tnie  here  four  times  a 
year  for  conference  with  us — comv  here  iu  connection  witii  their  bond  sales, 
dis<'uss  its  details,  and  autliorize  it. 

:Mr.  Stkagall.  Tiiey  would  have  to  come  much  more  often  than  four  times 
a  year  to  conduct  this  bank? 

Mr.  LoimEix.  I  do  not  thing  so. 

Mr,  Steaoatx,  As  the  business  grows  and  increases? 

Mr.  LoRUKrx.  I  do  not  think  so,  not  with  the  supervteion  of  the  Farm  Loan 

Board,  which  is  as  rv^id  as  you  choose  to  make  it. 

Mr.  Stkvkxsox.  This  is  merely  called  a  hank"  to  have  a  name?  It  is  the 
central  issuni.Lr  and  sellinc:  a;iency  of  the  combined  V2  banks? 

:\Ir.  TiOBDKLL.  It  is  the  central  selling  and  issuinji  agency;  it  has  no  other 
functio!L 

Mr.  SruoNii.  Tlie  benetils  would  be  a  uniform  bond  and  escaping  from  objec- 
tionable legislation  by  the  diffei-ent  States  and  the  saving  of  money  in  the  issue 
^nd  sale  of  the  bonds? 

Mr.  Ijobdeuu.  In  the  printing,  distribution,  and  sale. 

:\Ir.  SritoNo.  It  would  undoubtedly  secure  a  better  bond  market? 

air,  LoiiDELL.  It  ought  to,  ultimately ;  if  not  a  better  bond  market,  it  ought  to 
^ecui'e  :i  little  more  economical  distribution. 

Mr.  Stka(;all.  Ri^dit  at  that  point,  Mr.  Lohdell :  Would  llie  offers  of  bonds 
he  hy  the  various  l)auks,  or  would  the  offer  be  separately  and  distinctly  by  the 
central  agency  here? 

Mr.  LoBDEU..  No ;  it  would  issue  its  own  bonds,  baaed  on  these. 

Mr.  Stkagauu  And  they  would  not  disclose  at  the  time  of  any  particular  sale 
the  identity  of  the  particular  bank  to  which  the  funds  would  go  and  which 
security  would  back  it? 

Mr.  LoBDKLL.  T'hat  is  rij^ht 

Mr.  Stbono.  Tiiat  is  the  reason  it  would  help  in  the  sale  of  the  bonds. 
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Mr.  SxEAGAix.  The  bill  makes  the  provision  that  each  of  tlie  banks  must  be 
reliable? 

Mr.  LoBDELL.  Yes ;  it  does  not  change  the  status  at  all,  eio^t  in  the  matter 

of  the  signatui'es. 

Mr.  Fknn  (presHling).  I  see  on  page  U  Umt  you  provide  for  au  additional 

directia- — the  thirteenth  director? 
Mr.  LoBDELL.  Yes. 

Mr.  Fenn.  To  serve  for  a  period  of  three  years? 
Mr.  LoBDiax.  Yes. 

Mr.  Fenn.  What  are  his  duties — ^to  break  a  tie  vote? 

Mr.  Jjmsmx..  The  idea  of  that  would  be  to  get  as  good  and  wcperlenced  bond 
man  as  you  could  and  put  him  in  charge  of  that  bank. 

Mr.  Fenn.  His  duties  are  not  specified. 

Mr.  LoBDEii.  That  is  the  theory.  These  12  men  can  not,  of  course,  give  any- 
time to  it. 

Mr.  Fenn.  I  understood  that,  but  I  did  not  know  whether  the  cliairmua  of 
the  board  would  be  a  resident  of  Washington. 

Mr.  JjOBWHju  That  would  be  the  theory,  that  lie  make  his  residence  here, 
or  perhaps  it  might  be  found  better  to  establish  his  office  in  New  York. 

Mr.  Fenn.  Would  thare  not  have  to  be  a  provision  for  a  paid  man,  if  we 
provide  that,  because  I  see  in  some  other  parr  of  the  bill  

Mr.  LoBDELL  (interposing).  Those  12  directors  do  have  the  power  to  create 
offices  and  fix  tlieir  compensation. 

Mr.  Fexx.  You  prf»ceed  to  provide  for  an  additiniial  director? 

Mr.  LoiiDELL.  But  have  clotlied  him  \vith  anoUiei-  offico,  calhMl  "  maimger."" 
They  can  prescribe — I  believe  it  is  (*overed  in  tlie  .uenernl  authority. 

Mr.  Stevenson  (presiding).  Your  language  is  a  little  unfortunate  right 
there:  "There  ^all  be  no  other  directors,  except  that  such  directors  may, 
in  their  discretion,  by  proper  resolution,  provide  for  an  additional  director, 
who  shall  be  deeted  by  Umn  and  serve  for  a  p^od  of  three  years.  IMrectors 
of  such  coi"poration  shall  receive  no  compensation  as  such  directors,  except 
their  actual  and  necessary  expenses  in  attending  directors'  meetin^irs,  and  when 
otherwise  einploye<l  in  the  service  of  the  corporation."  There  is  no  provision 
made — if  they  elected  that  thirteenth  director  an  officer  he  is  not  going  to  be 
paid  anything  except  his  expenses. 

Mr,  Steagall.  They  would  liave  authority  under  the  general  laws  to  take 
care  of  that 

Mr.  LoKffiix.  It  is  not  open  to  that  constmction* 

Mr.  WiNOo*  I  think  you  will  find  tiiat  where  the  Government  sets  up  am 
ageney  tiiat  impllea  aul^rity  to  set  up  all  the  employees  and  machinery  neces* 
sary. 

Mr.  Stevt':nson.  It  carries  implied  authority  unless  expressly  provided.  Rut 
here  the  thirteenth  man  is  a  dii'ector,  and  it  is  expressly  provided  that  the- 
directors  shall  not  receive  compensation  as  director  either  when  travailing  or 
otherwise  engaged  In  transacting  the  business. 

Mr.  Stkagall.  You  are  talking  about  the  provision  in  this  last  act. 

Mr.  WiNoa  They  might  get  a  whole  lot  of  $35,000-men  as  employees,  and 
yet  not  be  able  to  pay  the  head  director. 

Mr.  LoBDELL.  You  did  not  put  any  limitation  on  the  employees  of  the  land 
banks,  and  it  would  have  been  dangerous  and  unwise  if  you  did. 

Mr.  W^'iNGo.  We  are  not  always  going  to  be  sure  that  we  are  going  to  have^ 
you,  even,  on  the  board,  Jnd2:e. 

Mr,  LoBDEix.  Of  course,  that  is  up  to  the  wisdom  of  Congress. 

Mr.  WiNGO.  Your  viewpoint  is  to  get  a  general  restriction  and  then  go  along 
and  employ  bond  salesmen  and  traveling  salesmen  and  pay  them  absolutely 
unlimited  salary.  There  is  no  use  to  Justify  yourself;  if  you  set  up  this 
agency*  you  are  going  to  have  a  big  corps  of  employees. 

Mr.  LoHDELL.  You  and  T  agree  to  lifi"\-<»  tlie  s;nme  supervision  over  the  Farm 
Loan  I$<»ard  as  y^  w  lunc  over  the  FetiiM:''  i;ind  banks.  The  Federal  Farm 
Loan  Roard  wonh!  l.p  ciilpahle  if  it  iiermiueil  nny  ad<lition;il  sahiry  to  paid. 

Mr.  STEAGAT.L.  If  you  ^'ive  a  man  eHuiiecti<»u  willi  tlie  Federal  (Tovernnient 
and  trive  him  authority  he  is  .uoin^*  tn  employ  and  set  ui)  machinery,  and 
evei'j'  one  of  those  fellows  is  going  to  do  the  same  thing  if  allowed. 

Mr.  LoBDELL,  I  wish  you  to  except  the  Farm  Loan  Board. 

Mr.  Steaoaix.  The  Farm  Loan  Board  right  now  is  setting  up  this  new  piece 
of  machinery,  is  the  point  I  am  nmldng. 
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Mr.  LoBDELL.  The  Farm  Loan  Board  lias  been  given  carte  blanche  to  employ 
experts,  attorneys,  and  anybody  else,  and  we  have  gotten  by  for  six  years 
without  a  law  department,  and  I  challenge  any  other  organization  in  tlie 
Federal  Government  to  make  a  comparable  showing. 

Mr.  WiNGO.  Mr.  Steagall's  suggestions  were  predicated  upon  the  theory 
that  even  the  Farm  Loan  Board  would  not  forever  forego  and  be  an  exc^ton 
to  these  d^rtm^ts  in  Washington. 

Mr.  Steagaix.  I  am  not  saying  that  as  a  criticism  of  anything  the  board 
has  done. 

Mr.  LoBDELL,  That  is  a  very  cogent  ar.iiument  a.c:ainst  (Jovernment  super- 
vision of  anything:,  but  T  would  not  wimt  to  undertake  to  supervise  an  in- 
stitution where  the  emph>yees  were  limited. 

Mr.  WiNGO.  There  ought  to  be  some  limit  on  salaries  and  allowances. 

Mr.  LoBDExx.  There  was  not  any  in  the  Federal  land  bank. 

Mr.  Steaoauu  You  are  mistaken,  Judge  Lobdell,  if  you  will  pardon  me.  In 
that  statement.  The  board  itself  was  not  limited  in  any  way  by  the  orirfnal 
act  in  so  far  as  the  particnhir  machinery  set  up  by  the  act  was  c<»ncerned, 
and  afterwards  there  were  limitations  just  as  your  salary  w;is  fixed  in  the 
original  act.  But  they  will  tell  you  on  the  lh)or  of  the  House  wlien  you  come 
to  this:  "Here  are  som*^  ninre  officials  that  nobody  knows  what  they  are 
goinj:  to  be  paid,  and  conmience  talking*:  about  the  Shipping  Board,  and  Brother 
Strong  or  somebody  defending  this  will  be  in  trouble," 

Mr.  LoBDixi^.  We  now  come  to  section  9,  page  13* 

Mr.  WiNGO,  Just  what  rtiange  do  you  make  there,  Judge? 

Mr.  LoBD£X2^  Section  9  provides  for  the  voluntary  liquidation  of  the  associa- 
tions upon  a  vote  of  two-thirds  of  the  shnn^holders. 

Mr.  AViNGO.  What  is  the  provision?    I  have  forgotten, 

Mr,  T.ORDKLL.  There  is  not  any.  It  was  evidently  inndvertenlly  overlooked. 
There  was  a  provision  for  the  land  bank  and  you  did  provide  for  joint  stock, 
but  still  there  was  no  provision  covering  liquidation. 

Mr.  WiNGo,  In  other  words,  the  present  act  makes  provision  for  voluntary 

liquidation? 

Mr.  LoBDEM..  That  is  it. 

Mr.  WiNGo.  And  you  offer  a  concrete  provision  whereby  in  detail  upon  pe- 
tition of  two-thirds  of  the  stockholders,  you  may  dissolve  that  organization,  and 
what  becomes  of  their  stock?  ^   4.   ,  • 

Mr.  LoBDEix,  The  shareholders  then  are  given  a  like  uniount  of  stock  in  the 

'^^Mr  WiNGo.  Thev  surrender  stock  in  the  local  and  take  stock  in  the  Federal 
land  bank  and  are  put  upon  the  same  footing  as  the  individual  borrower,  is  that 
the  idea  of  that  provision?  ^  ^ 

Mr,  UmmJ^  That  is  all  there  is  to  it.  Line  14  co\  ( rs  that 

Mr.  WiNOO.  The  next  is  section  12  of  the  original  actv 

Mr.  LoBDELL.  Yes.  ,  ,  « 

Mr.  WiNGO.  Section  5,  l^a^e  15,  of  th's  act.    What  chan-e  do  ynu  make  tliere? 
Mr.  LoBDELL.  The  change  we  make  is  in  subsection  (d),  the  last  one. 
Mr.  Strong.  Line  14. 

Mr.  Steagam..  Thnt  is  the  only  change  in  that?  .   .   «         ^  , 

Mr.  LoiiDELL.  That  is  the  only  change  in  that,  and  that  is  to  liquidate  without 
limitation  the  indebtedness  of  th6  owner  of  the  land  mortgage. 

Mr.  WiNOO.  So  that  for  all  practical  purposes  now  the  real  change  you  are 
making  is  tbat  he  can  now  get  a  loan  to  liquidate  existin-  indebtedness  covers 
one  of  the  ori^al  purposes  for  which  he  might  get  a  loan  troiu  the  bank'i 

Mr.  Lobdeet..  Yes. 

Mr.  WiNGO.  In  other  words  it*  he  owed  the  hank  now  on  ncconnt  ot  a  liniou- 

gine  just  to  use  jui  extreme  illustrnti(»n— he  could  not  get  a  loan  from  the 

Federal  land  bank  fi»r  the  purpose  of  paying  off  that  debt. 

Mr.  Lobdell.  No.  ^  ^         ..^      ^  ^       ,  ^ 

Mr  WiNGo.  Under  this  proposal  if  Mr.  Stea^U's  constitu^ts  have  lost  num^ 
speculating  in  oil  in  my  State,  they  could  get  a  loan  to  pay  that  off? 

Mr.  LoanELL.  Yes.  ^,        ,    .  / 

Mr  Stevgall.  It  is  stronger  than  you  put  it,  Mr,  AVmgo.  Tvot  only  is  thnt 
true  but  the  other  limitation  would  not  be  there.  They  could  go  with  a  knowl- 
edge of  their  rights  under  this  law  and  engage  in  all  kinds  of  business  you  are 
tallang  about  and  have  it  taken  care  of. 
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Mr.  Stbong.  Bnt  if  a  farmer  has  been  unfortunate  and  lacked  in  the  proper 
judgment  and  Invested  his  capital  and  got  in  debt,  should  he  not  have  a  right 
through  this  system  to  pay  his  debts  so  as  to  go  on  with  his  farming? 

Mr,  Stevenson.  This  will  liquidate  any  indebtedness? 

Mr.  LoBOELL.  Tliis  will  liquidate  any  indebtedness.  If  a  man  is  on  a  farm 
making  a  living  off  the  farm,  and  must  be  to  borrow  under  the  Federal  farm  loan 
system,  I  think  he  has  to  pay  that  indebtedness  no  matter-  how  it  is  incurreil 
from  the  proceeds  of  his  farm,  and  as  it  is  a  charge  upon  his  farming  enter- 
prises, we  fail  to  see  the  logic  of  denying  him  that  credit 

TMs  provision  puts  him  on  the  same  basis  as  the  borrower  when  you  are 
organizing  an  association.  If  you  are  organizing  an  association  in  your  town 
and  there  is  not  one  there,  and  some  borrower  has  bought  a  limousine  or  any- 
thing else  they  sell  in  Arkansas,  there  is  no  limitation  when  he  goes  into  the 
association  ;  he  can  borrow  to  pay  anything  he  has  owed  for  a  year. 

Mr.  Stevenson.  If  he  has  any  debts  and  has  security  and  he  has  a  note  out  

Mr,  LoBDELL  (interposing).  He  has  to  pay  it  out  of  that  resource.  Here  is 
what  happened  in  tlie  last  three  years  in  your  State,  Mr.  Steagall:  Your  cot- 
ton farmers  lost  money  and  went  broke,  and  they  had  indebtedness  in  the  bank 
that  was  incurred  for  every  household  purpose,  and  they  had  to  pay  it  out  of 
the  funds.  There  was  not  anything  else  to  do. 

Mr.  WiNGo.  Tliat  is  permissible  now? 

Mr.  LOBDKLL.  No. 

Mr.  WiNGo.  Any  household  expense  incurred  living  on  the  farm  is  part 
of  the  farming  operations. 

Mr.  LoBDELL.  The  loss  of  uione>-  in  farming  operations — ^^ou  could  not  say  lie 
borrowed  that  money  for  agricultural  purposes. 

Mr.  WiNGO.  Let  me  remind  you — you  are  a  lawyer — that  buying  supplies  has 
beai  sustained,  or  anything  that  goes  into  the  farm  home.  If  a  man  has  lost 
money  living  in  the  wheat  belt  or  Cotton  Belt  by  reason  of  this  slump  in  the 
price  and  deflation,  even  though  he  does  not  s^regate  and  say  he  has  lost  it 
directly  on  the  cotton,  the  debt  he  owes  must  b^  for  furniture,  carpets,  or  the 
like  for  his  home,  and  that  is  part  of  his  farm  i^rations,  connected  with  living 
on  the  farm. 

Mr.  LoBDKLL.  I  am  going  to  say  you  we  have  given  it  that  construction; 
we  have  helped  those  fellows  out  itf  the  wet.  In  your  State  and  that  of  Mr. 
Steagall  men  held  50-cent  cotton  and  gambled  on  it — it  was  a  gamble — and  held 
it  when  they  could  malse  plenty  of  money,  until  it  went  down  to  20  and  15 
<«its ;  and  I  can  not  see  that  they  have  any  right  to  claim  that  that  is  a  part  of 
the  farming  operation. 

Mr.  Steagall.  Tou  would  not  class  as  a  gambler  a  farmer  who  haj^ens  to 
fail  to  sell  his  stable  crop  at  the  most  advantageous  figure,  would  you?  Tou 
do  not  mean  what  you  are  saying? 

]\rr.  LoHDKLL.  1  would  class  as  a  gambler  a  farmer  who  has  produced  a  stable 
crop  which  yields  him  a  handsome  and  abnormal  price,  a  price  which  nets  him 
a  handsome  profit,  and  who  holds  Hint  crop  on  borrowed  m()ney  for  a  siill  more 
abnormal  price.  That  man  is  a  gambler.  I  do  not  mean  tluit  is  applicable  to 
cotton  any  more  than  to  cattle  or  beef  in  my  State. 

Mr.  WiNGO.  There  is  not  any  question  in  my  mind  as  a  lawyer,  leaving  out 
the  question  of  whether  or  not  he  should  be  characterized  as  a  gambler  or  im- 
provident farmer,  from  the  standpoint  of  the  legal  interpretation  of  the  law, 
every  wheat  grower  and  evei-y  cattle  grower  and  every  cotton  grower  who  is 
now  in  debt  l)y  reason  of  tlie  farming  operations,  whether  he  acted  unwisely  in 
the  time  he  took  his  products  to  market  oi-  not,  he  has  lost  that  money  and 
incurred  that  indebtedness  in  his  farming  operations  and  he  is  entitled  to  a  loan. 

Mr.  LoiiDELL.  He  lost  that  money  by  holding  something  after  his  farming 
operations  were  over. 

Mr.  WiNGO.  That  may  have  been  the  occasion,  but  it  accrued  out  of  his  farm- 
ing operations,  did  it  not? 
Mr.  LoBUEix.  Yes. 

Mr.  WiNGo.  Judge,  you  had  just  as  well  cut  out  a,  b,  and  c   Why?  A  man 

comes  up  and  he  says :  T  want  to  get  a  loan  for  $1,000  to  buy  a  passenger  car 
for  my  wife  and  grown  daugliter.  They  are  not  satisfied  to  run  around  in  the 
Ford."  You  say:  No:  that  is  not  for  either  the  purposes  of  a,  b,  or  c.  But  I 
will  tell  you  wiiat  you  do.  You  go  over  here  across  the  street  and  borrow  the 
money  from  a  bank  for  90  days  and  buy  that  car,  and  then  after  you  have 
made  that  debt  under  this  item  d  that  is  an  imlebtedness ;  then  we  can  make  a 
loan  to  dean  up  tlie  indebtedness," 
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Well  Judge,  it  is  all  right  to  cut  out  that  farm  ioan  at  tile  time  it  is  author- 
ized, but  I  think  you  ought  to  say  "Liquid  indebtedness,  mortgages,  or  anj* 
other  purposes  enumerated  in  a,  b,  and  c"  You  are  always  going  to  be  pretty 
liberal ;  there  is  no  question  but  that  you  ave  going  t^  throw  this  wide  op^  so 
a  man  will  say,  "  I  can  not  get  this  under  a,  b,  and  c,  but  if  I  will  go  around 
to  the  bank  and  borrow  money  to  go  to  Arkansas  and  speculate  in  oil  lauds, 
and  I  think  I  can  make  a  fortune  out  of  it,"  and  he  loses  it,  you  are  going  to 
liave  some  farmers  right  down  in  Arkansas  who  would  like  to  do  that,  and  the 
local  association  send  it  up  and  it  answers  for  the  purpose  of  buying  oil 
leases.  The  bank  would  say :  No :  we  can  not  make  you  a  loan  for  that  pur- 
pose." But  if  he  goes  to  the  bank  and  borrows  money  for  90  days,  then  he 
can  turu  right  around  and  get  his  loan* 

You  ought  not  to  lay  down  the  bar  on  them. 

Mr.  Steaoaix,  When  you  take  that  sort  of  a  provision  into  the  House  or 
^oaet  it  into  law  you  surrender  the  justification  of  the  entire  farm  loan  act 
and  system  and  you  put  a  weapon  into  the  hands  of  every  enemy  of  the  system 
by  which  he  can  just  beat  you  over  the  head. 

IMr.  WiNGo.  They  will  find  some  isolated  case  in  Michigan  or  somewhere  else 
and  they  will  hammer  at  you. 

Jlr.  S^ONG.  On  the  other  hand,  here  is  a  farmer  who  has  got  in  debt  now  and 
the  sheriff  is  on  his  track.  Should  he  not  have  the  right  to  mortgage  his  flinn 
under  this  system  and  save  his  farm? 

Mr.  Wrauo.  All  right;  if  that  is  true,  *cut  out  a,  b,  c,  and  d* 

Mr.  LoBDSXi..  That  is  hardly  a  feUr  answer. 

Mr.  WiNGO.  And  just  simply  say  such  loans  can  be  made  to  a  farmer  for  any 
purpose  to  keep  him  from  being  caught  by  the  sheriff.   That  is  the  logic  of  it. 

IVIr.  LoBDEi.i..  Here  is  a  loan  that  went  over  the  desk  in  the  last  three 
weeks:  An  old  man  had  signed  a  note  for  his  son  to  help  him  out  and  get 
started,  and  he  got  launched  at  the  wrong  time,  and  the  father  had  to  pay  the 
$3,500  note.  That  was  not  for  agricultural  purposes ;  it  was  not  for  any  purpose 
of  his  own.  Would  you  deny  him  that  eredit? 

Here  is  another  still  more  difficult  case:  In  the  applleation  for  a  loan  of 
$2^500,  $750  of  which  was  a  debt  owed  at  the  time  for  a  doctor's  bill  and 
nuiws'  bill  and  lM>^tal  bill  in  the  last  illness  of  his  wife  and  for  a  gravestone. 
Are  you  going  to  cut  oUt  that  class  of  loans  just  because  somebody  may  take 
advantage  of  it? 

I^Ir.  Stkagall.  I  do  not  think  that  would  be  excluded  now  under  the  laws 
that  exist.  I  am  anxious  to  see  this  system  take  care  of  these  things  just  as 
far  as  it  can.  and  I  am  anxious  to  liberalize  without  injury  to  the  system. 
Mr.  LoBDEix.  You  may  be  right  Our  expwience  Icjads  us  to  think  otherwise, 
Mr.  WiNGO.  You  have  put  up  a  very  fine  illustration,  but  doa*t  you  think 
instead  of  throwing  the  bars  down  CTitirrty  that  you  might  by  some  proper 
amendment  simply  add  to  a,  b,  and  c  or  add  to  d  "  private  persons  equipmmt, 
reasonable  operations,  mortgage  and  farm  and  any  outlay,  indebtedness,  and 
losses  occasioned  to  his  family  obligations/'  or  something  like  that.  That  is 
crudely  expressed.  Had  you  not  better,  instead  of  letting  the  bars  down 
entirely,  provide  some  lever  by  which  you  could  use  horse  sense  and  say, 
"  This  is  a  burden  that  every  farmer,  even  though  he  may  stick  closely  to  the 
operation  of  his  farm — maybe  a  great  many — will  have  to  bear,  such  as  long 
illness." 

Mr.  SxEAGAix.  Sometliing  could  be  put  in  about  the  support  of  the  family 
and  supplies  which  would  cover  everything  you  have  talked  about 

Mr.  WiNGo.  I  have  urged  against  tibis  system  that  the  fanners  already  have 
too  much  credit,  and  you  make  it  easy  to  let  them  go  out  and  blow  their 
money  for  something  on  the  farm.  The  point  I  have  in  mind  was  that  I  do 
not  want  to  have  it  said,  '*  You  provide  that  they  may  borrow  money  to  specu- 
late in  stocks,  real  estate,  cotton  futures,  wheat  futures,  oil  leases,*'  or  any- 
thing else.  I  tell  you,  frankly,  I  do  not  think  we  ought  to  let  down  the  bars 
to  the  extent  you  propose  to  do. 

Mr.  LoBDKix.  Of  course,  your  view  prevails.  We  have  scrutinized  now  over 
H00,000  of  these  applicaticms.  TSiere  is  not  much  dangw  of  abuse;  but,  of 
course*  if  it  Is  the  wisdom  of  Congress  to  leave  the  section  as  it  is,  it  will  be 
our  pleasum  to  administer  it  that  way.  But  it  will  deny  a  great  many 
worthy  farmers  of  the  only  possible  means  of  restoration  by  doing  it. 

Mr,  Strong.  I  do  not  see  why  tlie  farmer  who  gets  in  debt  should  not  have 
an  op£K)rtunity  to  borrow  through  this  farm-lpan  system  on  his  own  farm  the 
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money  which  will  relieve  him  of  debt  and  enable  him  to  go  aliead  and  carry 
on  his  farm  operations. 

Mr.  Steagall.  The  thought  underlying  tliis  act,  us  you  know  as  well  as  1 
do,  was  that  the  Government  would  plant  favors  and  the  tax-exempt  features 
and  all  those  things  to  the  end  that  the  development  of  agriculture  might  he 
fostered,  and  that  the  loans  obtained  would  ])e  restricted  to  uses  involving  tlie 
legitimate  expenses  of  agricultui-al  pursuits  and  home  development. 

Mr.  Stbong.  I  think  the  advantage  derived  of  letting  the  farmer  come  into 
this  system  for  legitimate  Indebtedness  would  far  outweigh  the  exception  that 
might  arise  by  some  farmer  who  bad  bought  a  limonslne  and  got  in  debt  fool- 
ishly or  in  buying  oil  leases,  who  might  take  advantage  of  this  clause. 

Mr.  LoBDELL.  The  next  section  covers  the  increase  of  the  kmn  limit 

Mr.  Stevenson,  You  spoke  of  that  in  your  opening. 

Mr.  LoBDEix.  No;  that  was  Judge  Towner. 

Mr.  Stevenson.  You  may  speak  of  it  if  you  wish. 

Mr.  LoBDEix.  An  inquiry  was  made  of  Jud^e  Towner  by  Mr.  Stevenson  on 
ttie  question  of  land  purchase,  and  I  want  to  offer  this  answer  in  addition  to 
What  Judge  Towner  did,  that  the  acquisition  of  the  farm  in  Iowa  at  $200  an 
acre  by  tlte  fellow  who  has  only  got  $100  an  acre  is  just  as  nmch  to  he 
desired  as  the  acquisition  of  a  farm  anywhere.  It  ought  not  to  be  .the  pur- 
pose of  the  farm  loan  act  to  relegate  the  buyer  of  the  farm— tJie  young  fellow 
who  wants  to  get  on  the  farm — to  cheap  and  worthless  land.  You  ought  to 
develop  that  land  buying  in  the  better  territory  that  is  well  within  reason. 

I  would  merely  add  that  to  wliat  Judge  Towner  said  on  that  subject. 

Mr.  Stevenson.  There  is  a  section  in  there,  Judge,  you  might  want  to  call 
attention  to,  giving  the  board  authority  to  increase  the  amount  of  the  loan 
above  $25,000  on  their  approval. 

Mr.  LOBDEIX.  I  think  others  will  direct  themselves  more  pointedly  to  thu: 
It  was  thought  by  those  who  suggested  tt  that  there  would  be  occasions  and 
instances,  I  believe — ^and  I  want  to  serve  this  notice  now— that  the  power  will 
inhere  in  the  Farm  Loan  Board  in  time  of  stress  to  say  tliat  we  are  going  to 
quit  making  loans  above  $10,000.  if  we  have  not  got  money  enough  to  go 
around,  and  I  would  exi>ect  to  administer  the  act  that  wny.  Just  as  we  diO 
with  joint  stocks  when  we  said,  **  You  can  not  make  any  loans  above  $50,000." 
It  will  be  recalled,  perhaps,  by  some  around  the  table  that  we  did  discontinue 
those  then  because  there  was  not  enough  money  to  go  around,  and  we  said, 
**No;  we  do  not  want  to  make  1  man  a  loan  of  $25,000  when  there  are  10 
men  calling  for  $2,500  loans  each." 

Mr.  Steagauu  What  is  the  condition,  now,  Judge  Lobdell? 

Mr.  Lobdell.  The  money  market  is  easy.  Farm-loan  bonds  are  in  demand, 
and  we  do  not  see  any  breakers  ahead. 

Mr.  Steagat.l,  What  are  yon  doing  with  referwce  to  the  d^and  for  loans 
in  the  various  bank  districts? 

Mr.  Lobdell.  We  are  meeting  all  demands. 

Mr.  Steagall.  Judge,  probably  you  stated  that  folly  enough  in  response  to 
what  Mr.  Tenn  said,  but  this  amendment  is  not  merely  an  amendment  limit- 
ing the  maximnm  amount  to  $25,000,  is  it?  Under  that  law  which  says  you 
may  authorize  the  making  of  snch  loan. 

Mr.  LwDiax.  It  Is  not  the  same  as  would  anthorize  yon  to  go  as  far  as  yon 
wanted  np  to  that  miximnm. 

Mr.  Steagall.  This  would  authorize  yon  to  make  loans  with  a  mairiTniiTn 
limit  as  high  as— I  will  read  the  language — ^might  be  "within  the  nuudmnm 
allowed  to  joint-stock  land  banks  in  the  same  land-bank  district" 

Mr.  Lobdell.  Yes. 

Mr.  Steagall.  A  proper  construction  of  this  law  would  hold  that  that  had 
reference  to  the  provisions  of  the  original  farm-loan  act  limiting  the  maxi- 
mum amonnt  to  be  made  by  joint-stock  land  hanks  and  not  to  the  limitation 
of  $60,000  which  the  board  has  set  np  as  the  maximum  amonnt  which  might 
be  loaned  by  a  joint-stock  land  bank.  Is  not  that  correct? 

Mr.  Lobdell.  I  would  hardly  think  so,  Mr.  Steagall. 

Mr.  Steagall.  You  would  not  hold  that  this  limitation  would  refer  to  a 
ruling  of  the  board  as  distinguished  from  the  specific  provision  of  the  law. 

Mr.  Lobdell.  There  being  no  limitation  in  the  law,  I  should  think  it  would 
be  construed  that  this  enactment  took  cognizance  of  the  limitation  imposed  by 
the  board;  the  law  itself  imposing  no  maximum  on  the  joint-stock  land  banks, 
tiiere  would  not  be  any  maximum. 
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Ife.  Steagall.  I  was  falling  into  error  there,  because  I  was  forgetting  for 
the  mom^t  that  there  is  in  the  original  law  no  maximum  imposed  on  the 
j<rint*stock  land  bank.  So  that  the  only  limitation  as  to  the  actual  amount  is 
the  limitation  fixed  by  the  bofu-d,  whieh  is  $50^000. 

Mr.  Lobdell.  Yes, 

Mr.  Steagall.  And  that  being  the  case,  where  would  we  stand?  The  general 
rule  would  be  you  could  not  make  loans  in  excess  of  $25,000.  But  the  board,  if 
it  i'hanged  the  ruling  by  which  the  maximum  of  $50,000  is  tixed  as  a  maximum 
amount  that  may  be  owed  to  joint-stock  land  banks,  would  automatically 
raise  the  amount  which  might  be  loaned  under  the  Federal  land-bank  system. 

Mr.  LoBDEix.  Yes. 

Mr.  Stbagaul.  This  would  also  be  true,  would  it  not,  that  if  the  Federal 
Waxm  Loan  Board  saw  fit  to  remove  the  limitations  as  to  the  maximum  amounts 
to  be  loaned  by  the  joint-Stock  land  banks,  it  would  neoefisarily  follow  that  tlie 
Federal  land  banks  then  could  loan  money  wittumt  any  recrtrictimi  whatever 
as  to  the  amount? 

Mr.  Ix>BDEix.  With  the  approval  of  the  board:  yes;  unquestionably. 

Mr.  Ste.\gau..  Judge  Lobdell,  do  you  think  it  is  wise  to  take  off  that  limita- 
tion to  that  extent?  I  have  a  great  deal  of  confidence  in  this  present  board, 
aud  I  am  sure  I  would  in  any  board  that  is  likely  to  be  appointed.  But  I 
would  hate  to  see  this  limitation  taken  off,  and  then  the  board  tane  off  all  the 
limitations  from  the  joint-stock  land  banks,  and  then  raise  the  maximum  amount 
for  the  Federal  land  banks,  and  then  r^ove  the  maximum  amonnt  for  Uie 
J<tot-8toek  land  banks. 

How  would  we  answer  the  enemies  of  the  farm-loan  systein  who  are  com* 
phiining  about  the  Government's  offering  tax-exempt  securities,  when  the  pro- 
visions are  written  so  that  a  man  could  borrow  a  half  million  dollars  if  he  had 
a  farm  big  enough  and  he  become  the  recipient  of  the  Gk>vernment  favors 
embodied  in  the  original  farm  loan  act? 

Mr.  LoBUKLL.  It  is  the  theory  of  those  whose  idea  this  is  that  any  loan  in 
excess  of  $25,000  would  have  to  come  to  the  Farin  Loan  Board  before  it  would 
be  made. 

Mr.  Steacall.  But  we  would  be  put  absolutely  in  the  hands  of  the  board* 
and  if  they  changed  their  ndnds  and  took  off  the  Itmltatiou,  then  there  would 

not  be  any  limit  in  the  law. 

Mr.  Stevexsox.  Judge,  is  it  nci>t  all  in  the  hands  of  the  law? 

Mr.  Lobdell.  No. 

Mr.  Strong.  It  seems  to  me  we  ought  to  give  the  board  the  same  privileges  in 
connection  with  the  farm-loan  banks  that  we  did  with  the  joint-stock  land 
banks. 

Mr.  SixAGAUc.  I  voted  against  that  thing  allowing  the  joint-stod^  land  banks 
to  come  in  there,  but  I  can  not  change  this  at  this  late  date.  I  can  see  the 
necessity  for  raising  the  maximum  limit,  because  it  is  not  so  necessary  in  my 
section  of  the  country,  although  I  am  not  sure  that  it  should  not  be  done  there. 

T  can  undet  stand  how  the  maximum  limit  of  $10,000  means  now  a  different 
limitation  from  what  it  meant  when  the  farm  loan  act  was  passed.  I  recognize 
that;  and  then  I  recognize  also  the  necessity  for  attempting  to  fix  the  system 
so  as  to  endeavor  to  meet  the  requirements  of  every  section  of  the  country, 
and  I  recognize  the  force  of  your  suggestion  that  it  is  just  as  important  to 
aid  in  the  acquirement  of  homes  in  sections  of  the  country  where  lands  are 
rich  and  the  price  high  as  it  is  in  ^sections  where  i>eople  are  poor  and  lands 
are  poor,  and  I  am  not  saying  that  I  am  not  willing  to  follow  that  policy  to  some 
extent?  But  to  let  down  the  barSt  I  do  not  think  I  can  ever  agree  to  that. 

Mr,  LoBDEix.  The  tiieory  was  to  more  nearly  equalize  the  privileges  of  the 
two  banking  systems.  It  could  only  be  done  with  the  approval  of  the  board, 
and  I  say  to  yon  frankly  that  if  there  were  no  joint-stock  land  banks  in 
existen<*e  T  would  not  be  very  enthusiastic  about  going  as  high  as  $25,000. 

Mr,  Steagall.  What  is  to  prevent  us  passing  a  law  limiting  that?  If  you 
have  got  an  evil  and  cure  it  by  eliminating  or  creating  another  evil,  the  best 
thing  would  be  to  eliminate  it,  would  it  not? 

Mr*  Lobdell.  That  is  np  to  the  Congress. 

Mr*  Stbong.  We  ought  to  give  the  farm-loan  banks  as  nearly  equal  priyl* 
leges  as  possible  with  the  johit-stodc  banks. 

Mr.  LoBDSEJ^  That  is  the  theory  of  that  suggestion. 

Mr.  SiasvENSoN.  How  about  section  16?^  **Such  local  agents  shall  serve  at 
the  ^ea9iur#  of      l»«nk  aiid  shall  i^ve  surety  bond  for  the  faithful  peiform- 
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aiicc  of  their  dutirs  in  such  sum  af?  the  Federal  Farm  Loan  Bt^ard  shall  pnv 
scribe  and  may  collect  from  each  borrower  at  the  time  the  loan  is  closed  8uch 
compensation  as  the  Federal  Farm  Loan  Board  may  approve,  not  exceeding 
1  per  cent  of  the  amottut  of  the  loan  made.'* 

Mr.  LoBDEiX-  Yes;  that  is  the  amount  which  the  secretary-treasurer  ^ 

Mr.  Strong  (interposing).  That  is  the  present  law? 

Mr.  LoBBEax.  That  is  not  the  purpose  of  the  section. 

Mr,  Steagaix.  Section  6  rewrites  section  15  of  the  act,  so  as  to  authorize 
the  loans  to  be  made  through  agents.  AVhen  this  original  act  was  here  I 
fought  about  as  hard  on  that  one  provision  as  any  one  question  that  arose.  I 
knew  that  in  my  section  <tf  the  country  pc()ple  were  going  lu  be  slow  in  f(frmlng 
associations  and  going  into  the  system,  and  tliey  have  be<Mi.  We  tried  on  the 
floor  to  incorporate  some  provision  of  tluit  kind,  and  we  tuialiy  got  one  almost 
jueanhigless,  but  they  voted  that  down. 

We  encountered  all  sorts  of  opposition  in  the  House.  That  is  what  is 
soing  to  confront  this  committee  when  they  come  to  the  floor  again  with  that 
proposition.  I  thinlc  the  necessity  for  this  provision  was  greater  during  the 
period  that  we  were  attempting  to  inaugurate  this  system  than  it  is  how, 
since  the  people  have  become  somewhat  accustomed  to  it  and  have  grov/n  some- 
what into  the  custcnn  of  associations.  And  yet  I  am  not  afraid  to  authorize 
the  board  to  (^stablisli  rules  for  making  loans  through  agents.  I  will  stand  by 
my  guns  on  that  proposition  so  far  as  1  am  concerned.  I  am  willing  to  under- 
take it. 

Mr.  Stkonc.  Mr.  Steagall,  at  the  time  this  bill  was  passed  it  was  rather 
an  innovation  for  the  purpose  of  helping  farmers  get  loan%  and  a  good  ttmny 
people,  not  understanding  the  needs  of  the  farmers  and  not  having  ^veai 
the  study  of  their  needs  very  much  consideration,  opposed  the  bill.  But  do 
you  not  think  there  is  throughout  the  country  and  in  Congress  a  disposition 
to  try  to  help  agriculture  to  such  an  extent  that  there  will  not  be  that  opposition 
to  the  bill  at  this  time  that  there  was  when  the  bill  was  passed': 

Mr.  Stkagall.  I  am  not  sure  that  some  of  the  objecti(fns  of  those  not  alto- 
getlier  in  sympathy  with  the  bill  were  not  based  on  sound  principles,  so  far 
as  that  is  concerned;  and  I  do  not  know  that  I  would  be  prepared  to  just  say 
that  I  would  stand  back  of  every  proposition  that  can  be  suggested  by  some 
Ckmgressmen  which  would  temporarily  help  agriculture.  The  older  I  get  and 
the  more  I  see  of  the  farm-loan  system  the  more  deeply  I  am  impressed  with 
its  Importance  and  likewise  the  importance  of  preserving  it  against  any  unwise 
amendments  or  inrcmds  that  will  open  up  an  <^K>rtUBity  for  criticimi  <m  the 
part  of  the  enemies  of  the  system. 

Mr.  Strong.  Mr.  Steagall,  that  was  not  my  suggestion.  My  suggestion  was 
that  the  feeling  of  the  country  and  the  Congress  is  a  little  more  friendly  to- 
ward agricultural  legislation  than  it  was,  and  I  do  not  think  that  any  wise 
amendment  to  the  farm  loan  act  would  now  be  criticized  on  the  floor  of  the 
House,  and  I  believe  that  this  appointment  of  agents  is  one  of  the  most  neces- 
sary things  to  the  farm-loan  system  if  yon  ace  geing  to  cat  out  the  red  tape 
and  get  the  money  to  the  farm^  quickly. 

Mr.  Steagaix.  You  can  not  cut  out  all  the  red  tape,  and  getting  momj  has 
never  been  a  simple  thing. 

Mr.  Strong.  Here  is  the  situation:  A  farmer  wants  to  borrow  in  a  county 
I  have  in  mind  in  my  district,  for  instance.  The  secretary-treasurer  is  a  very 
popular  and  lovable  man  in  that  county,  but  he  is  the  president  of  the  biggest 
bank  and  he  has  other  money  to  loan ;  as  a  result,  the  farm-loan  system  is  not 
used  very  much  in  that  county,  wliile  over  in  another  county,  Washington, 
where  I  have  my  own  farm  and  have  a  loan  under  this  system,  that  farm- 
loan  association  is  working  and  the  farmers  are  being  smed.  Wh^  we  find 
that  the  farm-loan  association  is  not  functioning  and  not  serving  the  farmers 
for  any  reason,  should  not  the  farm-loan  bank  have  a  right  to  appoint  in  that 
vicinity  an  agent  properly  bonded  who  would  make  those  loans  and  get  the 
imoney  to  the  farmer  and  accomplish  the  purpose  of  the  act? 

Mr.  Steagall,  I  stated  in  the  beginning  that  I  supported  in  this  committee 
and  on  the  floor  of  the  House  the  proposition  to  let  the  Farm  Loan  Board 
authorize  loans  to  be  made  to  agencies,  and  I  will  do  that  again,  although  the 
necessity  for  it  does  not  exist  now  as  it  did  then.  I  thought  the  authority 
should  be  given ;  I  think  the  policy  of  the  board — and  I  am  sinre  it  would  be — 
should  be  to  lean  as  iter  as  it  could  reasonably  to  the  efforts  to  develop  the 
cooperative  features  of  the  farm-loan  system.  But  what  I  was  calling  attentton 
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to  a  moment  ago  was  the  fight  that  we  encountered  in  the  House  v/hen  we 
attempted  to  put  over  a  ^ilar  provision  to  this  in  the  original  bill,  and  I 
am  merely  su^esting  that  because  it  is  well  anticipBted  and  known  in  advance 
that  you  are  going  to  enesmtw  that  eontr^v^sy  n^i^tiever  we  get  to  a  discus- 
sion of  this  bill. 

Mr.  Strong.  I^t  us  hear  Mr.  Lobdell  upon  the  need  of  that  section. 

Mr.  LoBUKLL.  Tlie  suggestion  is  founded  wholly  on  experience  and  is  recom- 
mended inireservedly.  There  are  communities  where  the  joint  stock  land  bank 
is  taking  ui>  the  business,  because  you  do  not  get  10  farmers  together,  enough 
to  organize  that  is,  in  good  territory. 

In  Iowa,  to  illustrate,  the  joint  stock  land  banks  are  getting  more  loans  under 
$10,000  than  the  Federal  land  bank  is  getting  In  the  State.  They  are  getting 
the  majority  of  the  business  that  oa^t  to  go  to  tbe  Federal  land  banks,  and 
which  would  be  profitable  business  to  h^  bring  up  dividends  or  bring  down 
rates. 

We  liave  cases  down  in  this  section,  to  illustrate — in  New  York  State — where 
a  group  of  i>\i\  families,  sons  and  sons-in-law,  get  together  and  organize  an 
association,  and  refuse  to  let  the  bars  down  and  let  other  farmers  in.  There 
is  not  anybiKly  else  getting  into  that  association;  they  can  not  get  service. 

Then  we  Imve  the  case  of  the  man  who  has  control  of  the  association  and 
uses  up  aU  the  dividends,  and  you  can  not  oust  him,  and  you  have  either  got 
to  let  the  people  go  in  and  contbiue  to  be  r<rf>bed  or  establish  an  agen^.  Those 
are  the  three  conditions,  and  those  Bre  tbe  only  conditions  un^r  which  it 
would  l)e  used. 

Mr.  Steagall.  I  am  just  calling  attention  to  what  is  involved  in  it. 
(Thereupon,  at  4.45  o'clock  p.  m.  the  committee  adjourned  to  meet  Thursday,. 
January  4.  1923,  at  10.30  o  clock  a.  m,) 


COMMITTEB  ON  BANKING  ANn  CURRENCY, 

House  of  REPRESENXAxn^ES, 

Thursday,  January  //,  1923, 

The  committee  met  at  10«30  o'clock  a*  m.,  pursuant  to  adjournment,  £Um* 
Porter  H.  Dale  presiding. 

;Mr.  Dale.  The  committee  will  be  in  order.  We  have  met  for  the  further 
consideration  of  H.  R.  13125,  and  Representative  McLaughlin,  of  Nebraska,  de- 
sires to  make  a  statement.  He  is  in  somewhat  of  a  hurry,  and  we  will  listen 
to  him  first 

STATEMENT  OF  HON.  MELVIN  0.  McLATJOHLIN,  MEIOEB  OS*  COK- 

OiUBSS  EBOM  THE  STATS  OE  NEBBASKA* 

Mr.  McLatjohlin.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  have  ap- 
peared a  time  or  two  before  your  committee,  as  some  of  you  know,  especially 
in  the  interest  of  one  provision  of  the  bill  that  you  are  considering,  namely, 
the  increase  of  the  maximum  loan  under  the  Federal  farm  loan  act  from  $10,000 
to  $25,000. 

I  have  bem  greatly  int^rasited  in  that  feature  during  the  four  years  I  have 
been  in  Congress,  and  it  seems  to  me  that  it  is  absolutely  vital  to  the  proper 
and  adequate  functioning  of  this  law  and  necessary  to  take  care  of  Uie  borrow- 
ing needs  of  the  farmers.  The  need  is  greater,  if  possible,  now  than  it  has  been 
lieretofore ;  and  inasmuch  as  this  provision  that  I  have  been  so  strongly  in 
favor  of  has  been  gaining  support  throughout  the  country  for  many  months, 
and  I  believe  has  been  gaining  support  in  Congress,  I  think  it  is  important 
that  whatever  legislation  of  this  kind  is  adopted  be  reported  out  as  soon  as 
possible  and  raacted  into  law  as  quickly  as  possible,  in  ordi^  that  the  loans 
that  will  be  renewed  and  the  new  loans  n^tiated  by  the  agriculturists  may 
receive  tilie  benefit  of  the  amendment  to  the  Iftw» 

As  you  know,  most  of  the  renewal  loans  are  taken  care  of  around  the  1st  of 
March  and  the  most  of  the  new  loans  are  negotiated  at  that  time.  Since 
this  legislation  has  the  approval  of  the  administration  and  has  the  approval 
of  many  of  the  agricultural  ogranizations,  and  inasmuch  as  I  believe  Congress 
is  anxious  to  do  what  is  right  and  proper  in  the  way  of  amending  this  law,  I 
simply  want  to  urge  expedition.  I  hope  the  measure  can  be  considered  as 
rapidly  as  possible,  taking  into  account  care,  of  course. 
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I  have  not  analyzed  carefully  some  of  the  proviftioDs  of  the  Strong  meagure, 
but  I  am  deeply  interested  in  that  aeetioii  which  proposes  to  incr^Eise  ttie  loan 
limit  from  $10,000  to  $25,000, 

Mr.  Stevenson.  Will  the  geuUemaiai  permit  a  question  there? 

Mr.  McLaughlin.  Yes. 

Mr.  Stevenson.  What  is  the  gentleman's  idea  as  to  the  reason  for  and  the 
justification  of  the  farm  loan  act;  that  is,  what  was  it  passed  for? 

Mr.  McLaughlin.  I  will  say  to  the  gentleman  that  I  have  heard  certain 
gentleman  argue  that  it  was  passed  for  the  purpose  of  taking  care  of  the 
needs  of  the  smaU  borrower,  and,  if  possible,  to  assist  the  landless  man  to 
acquire  land ;  I  have  heard  gentlemen  say  that  who  were  here  at  that  time;  I 
was  not  here  then,  but  I  want  to  say  to  the  gentleman  tiiat  experience  in  the 
operation  of  the  law  has  shown  very  clearly  to  a  good  many  men  who  have 
been  watching  the  needs  of  the  agriculturists  and  the  operation  of  the  law, 
that  the  act  can  go  very  much  further  than  that ;  and  experience  shows  that 
a  man  who  has  a  farm  of  greater  value,  needing  a  loan  of  $15,000,  $20,000. 
or  $25,000,  is  at  times  in  just  as  dire  need  of  an  amortized  loan  at  a  low  rate 
of  interest  as  the  man  who  only  needs  $5,000  to  $10,000. 

Mr.  Stkx'enson.  My  idea  about  the  act  was  that  we  were  endeavoring  by 
legislation  to  build  up  a  rural  population  that  should  own  its  own  land.  And 
I  think  that  was  the  conception  of  Congress  ;it  the  time;  and  there  would  be 
very  little  justitication  for  this  measure  if  ir  was  just  merely  a  farm  loan 
meJisure.  The  Government  is  iuterost(Hl  in  conserving  the  rural  i)(>i>ulation 
and  one  that  owns  its  own  land,  because  lliose  are  tin*  people  who  make 
.trood  citizens  and  who  are  going  to  constitute  and  siiouUl  constitute  the  most 
of  ttie  population. 

Now  a  man  who  has  a  j^,000  farm  is  about  the.biggest  man  that  comes  in  that 
dass;  that  is,  he  can  get  $10,000  if  ho  lias  a  farm  worth  $20,000;  but  the 
follow  who  wants  $15,000  and  has  $30,000  cjipltnl  in  his  land  can  not  get 
what  he  wants;  and  we  are  getting  out  of  that  theory.  The  whole  basis  of 
tlie  act.  it  seems  to  me.  when  v  e  begin  to  go  on  np  to  $25.01K) — that  is-,  you 
take  ;i  nnui  who  lias  sr)0,(.KX)  worth  of  land — if  he  is  all  right  he  ought  to 
l)e  ahle  to  tinance  i»imself. 

Mr.  ]\IcT,ArGTTLTK.  I  will  say  to  the  ireutieman  that  in  the  great  pnjspei'ous 
agrieultural  districts  of  tlie  country  where  laud  is  of  much  higher  value  than 
it  is  in  other  places  and  where  farm  units  are  much  larger  than  in  other 
idaces,  that  there  is  just  as  great  need  in  those  sections  for  a  person  who 
wants  to  buy  a  $50,000  farm  and  who  has  $25,000  to  get  a  long  time  loan  on 
it  as  there  is  a  man  who  has  $10000  who  want^  to  buy  $20,000  ^rm  and 
wants  to  raise  that  amount. 

Stkvknsox.  T  am  not  discussing  tlie  n(HMl ;  I  am  discussing  tlie  aliility 
to  tinance  himself  without  getting  behind  a  Government  institution ;  that  is 
what  I  am  talking  about. 

I\Ir.  IMcLaughlix.  The  gentleman  nuist  take  cognizance  of  the  fact  that  if 
a  man  in  these  sections  I  am  speaking  of  where  land  is  high,  is  cut  o&  from 
the  same  avenue  of  credit  as  the  smaller  man  and  he  has  only  one  avenue  to 
which  to  go,  namely,  to  private  lenders,  who  know,  if  they  want  to  take  ad- 
vantage of  lihn.  that  he  has  not  access  to  any  other  place,  and  that  they  can 
place  a  rate  of  interest  as  high  as  they  please  and  charge  as  much  interest 
as  they  please.    It  i>uts  him  at  a  decided  disadvantage. 

INIr.  WiNGO.  ]\[y  attention  has  been  diverted,  and  I  have  not  hoard  all  of  the 
statcMuent.  You  ha\e  said  that  the  only  avenue  for  handling  that  was  through 
private  lenders.  AVe  are  referring  to  the  man  who  has  a  faim  plant  and 
who  wants  more  than  $10,000  loan.  Are  you  right  sure  that  the  private 
lender  is  the  only  one  to  whom  he  can  go  to  now? 

Mr.  McLattghuk.  I  know  about  the  joint  stock  land  banks. 

]Mr.  WiNGO.  I  am  not  try  nig  to  get  into  a  controversy.  I  want  to  know  your 
oinnion.  What  we  want  is  the  practical  working.  Now,  why.  from  a  prac- 
tical standpoint,  can  not  a  man  in  your  district  get  u  $15,000  amortised  loan 
from  the  joint  stock  Ijind  hanks? 

Mr.  McLaughlin.  He  can,  but  thai  is  an  institution  operated  for  private 
gain,  the  same  as  a  private  lender. 

Mr.  WiNGo-  He  can  get  that  on  tern^  that  would  be  practically  equivalent 
to  what  he  would  ^  if  this  amendnrnt  passes,  can  he  not? 

Mr.  McLaughijn.  I  do  not  tUnk  he  can,  exactly. 

Mr.  WiNGO.  Will  you  please  explain  to  the  committee  what  you  understand 
is  the  diffemice?   Let  us  see  where  the  difEerraees  are  and  what  the  real, 
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practical  necessity  is ;  that  is  what  we  want  to  know.  Why  does  your  former 

say  that,  the  rate  of  interest  being  equal  and  the  amortisation  feature  being  the 
same,  that  his  salvation  depends  on  getting  n  loan  from  a  Federal  land  bank 
instead  of  from  the  joint-stock  land  banki   Where  is  the  practical  benefit  ami 

the  distinction? 

Mr.  McLaughlin.  I  will  say  to  the  gentleman  that  T  do  not  care  to  go  into 
that  phase  of  it  myself.  There  are  gentlemen  here  who  will  answer  those 
questi<ms. 

Mr.  WiKGO.  Oh,  no ;  they  can  not  answer  for  you.  What  do  your  farmers , 
say  to  you?  Do  your  farmers  tell  you  that  they  do  not  want  to  go  into  tSie 

joint-stock  land  bank  even  though  they  can  get  an  amortized  loan  at  a  low 
rate  of  interest,  but  that  they  insist  that  you  get  for  them  the  privilege  of  get- 
ti!ig  the  same  kind  of  a  loan  on  the  same  plan  from  a  Federal  land  bank,  another 
branch  of  bank  that  is  operated  under  the  same  official  bureau  here  In  Wash- 
ington? Is  that  what  your  farmers  contend?  If  so,  what  reasons  do  they  give 
you  to  pass  on  to  the  committee?  1  want  the  viewpoint  of  your  farmers,  as 
presented  to  you  on  that  question. 

Mr.  McLaughun.  There  are  many  ^farmers  who  have  petitioned  for  this 
amendment  and  they  believe  that  it  would  give  th^  two  avenues  of  approach, 
whereas  they  now  only  have  one:  and  the  rate  of  interest,  unless  I  am  greatly 
misinformed,  if  they  have  this  privilege,  in  all  probability  wiil  be  low&c  tluui 
that  now  charged  by  the  joint-stock  land  bank. 

Mr.  WiNGo.  Is  the  inducement  hehl  out  to  the  farmer  of  your  district  that 
if  this  kind  of  an  amendment  is  made  that  he  will  get  a  lower  rate  of  interest 
than  is  at  present  provided  luider  the  joint-stock  land  hank? 

Mr.  McLaughun.  I  can  not  say  that ;  it  is  my  conviction,  however,  he  will  be. 

Mr.  WiNGO.  I  just  want  to  get  your  viewpoint.  I  am  not  converting  you. 
You  said  that  that  would  give  him  two  avenues  instead  of  one.  Does  your 
farmer  want  two  opportunities  for  credit  txpon  reasonable  terms,  or  does  he 
want  one  avenue?  Wouhl  he  he  satisfied  if  he  can  get  his  loan  amortized  at 
a  low  rate  of  interest?  Will  that  satisfy  your  farmer  if  he  can  get  reliof  from 
short-term  loans  which  vre  all  agree  is  a  millstone,  because  it  falls  due  every 
three  or  five  years?  Is  he  atti-aeted  l)y  the  amortization  feature  and  the  low 
rate  of  interest,  and  does  he  insist  that  he  wants  two  dilTerent  plans  by  which 
he  can  get  the  same  benefits? 

Mr.  McIiAtTGHLiN.  I  think  the  gentleman  knows  that  it  is  greatly  to  the 
advantage  of  any  borrower  to  have  more  than  one  avenue  of  approach ;  that 
is,  more  ttian  one  place  to  go. 

Mr.  AVixco.  Theoretically,  that  is  true.  But  if  I  want  a  steak  and  T  am 
assured  that  I  can  get  that  steak  for  a  reasonable  price  from  one  marketman.  no 
particular  benefit  comes  to  me  from  liaving  anotlier  marketman  unless  I  can 
get  a  better  steak  or  a  lower  price. 

What  I  want  to  get  at  is  this,  my  friend:  Originally  I  opposed  the  joint- 
stock  land  hanks.  I  did  not  see  any  justification  for  a  tax-exempt  Fed^*al 
paternalistic  agency  being  granted  to  profit-making  institutions.  My  theory 
'  of  the  orii^nal  act  was  tliat  there  was  a  group  of  small  borrowers  scattered  • 
over  the  country  that  hy  reason  of  their  smallness  or  isolation  or  undeveloped 
territory  were  not  able  to  market  the'r  small  securities,  or.  if  they  did  market 
them,  they  had  to  ]iay  such  an  en(»rmous  rate  o?  interest  and  such  commis- 
sions that  it  was  nnhearahle.  Therefore  no  private  enterprise  or  private 
agency  was  furnishing  him  a  market  for  his  credit  upon  reasonable  and  bear- 
able teiins.  and  it  became  the  duty  of  the  Congress,  on  account  of  the  great 
public  interest,  to  set  up  that  agency. 

Now,  I  would  like  to  know  your  viewpoint  as  to  the  justiflcation  for  provid-  \ 
ing  the  loan  agency  for  a  man  who  has  a  farm  plant  upon  which  he  is  entitled 
to  a  $25,000  loan.   Just  what  is  the  argument  in  your  mind  on  that?  | 

Mr.  Steong,  Might  it  not  be  for  the  same  reason  that  the  Government  sets 
up  other  financial  institutions  tor  taking  care  of  other  financial  interests? 

Mr.  WixGO.  I  hai>i)en  to  behmg  to  that  school  which  is  (»pposed  to  all  these 
governmental  subsidies,  hat  I  am  n  favor  of  giving  to  the  farmer  eipial  treat- 
ment. That  is  all  niy  farmers  ai-e  deman<ling.  They  say.  "Give  us  a  loan 
agency  that  will  l)e  equal  and  fair  and  reasonable."  But  I  would  like  to  have 
an  argument  that  will  enable  me  to  help  my  political  friends  who  are  big 
plantation  owners,  who  ask  for  a  public  agency  that  will  carry  loans  i^r  them 
that  they  now  get  from  private  agen<^es.  Ton  are  getting  nooney  out  there 
in  the  Western  States  from  private  loan  emnpantes  at  6  per  cent,  are  you  not? 

ife  MgL41JWX2n«  I  think  so,  now. 
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Mr  Stkong  Since  this  svstem  is  working  they  are,  but  they  were  not  get- 
ting monev  nt  that  rate  before  the  farm-loan  system  began  to  l^ctt®'^^ 

Mr  Wixr.o.  But  we  are  taking  about  changing  the  pr^t  Sy^f- 
suggested  awhile  ago  that  if  we  would  put  this  amen^neiit  on  anf^  take  the 
hrklle  off  on  the  Federal  land  banks,  and  have  two  agencies  competing  with 
the  i^rivate  loan  companies,  that  the  interest  rate  is  apt  to  be  lower  still. 

Mr  McL.-to™  »  may  be;  and  then  it  is  unfair  to  the  Federal  farm-loan 
sy5JSn^o^5d^t  aS  hiVe  no  limitaUou  on  the  joint-stock  land  banks  as 

^^'-Sd  th^l^ith  reference  to  the  question  as  to  tlve  justification  of  the  .$25,000 
lo^n  to  a  man,  I  will  say  again  simply  what  I  endeavored  to  say  to  my  col- 
len-ue  Air  Stevenson,  here:  Let  ns  take  two  examples  Here  amaa  In 
a  pi  ce  where  land  is  worth  $40,  $50,  or  $76  an  acre.  ^.^^^^J^^ 
that  is  worth,  sav  $16,000;  he  has  $8,000,  and  he  wants  to  PWt  that  in.  He 
l  as  been  a  renter  and  he  wants  to  bay  hind  on  which  to  mate  h'S  home :  he 
w^ints  to  borrow  $8,000.  He  can  get  that  under  the  act  and  use  it  to  buy  his 

^'TmTlTSSn'J'^.^^^lm  Nebraska,  in  Iowa,  or  eastern  Kansas,  where 
MJ  s^n7is,^reI' another  man.  where  farms  average  around  $200  an  acre, 

mJn  r!5s,  'and  we  will  say  that  he  has  ^25.000,  an^^i^^'^^X  «  ^^^^ 
there  in  that  country,  and  it  is  going  to  cost  him  $50,000.  He  is  m  JUSt  aS 
much  need  of  the  same  kind  of  a  loan  as  the  man  who  only  had  his  $8,000  or 

*^M^Stko.ng.  Or  if  he  owns  the  land  and  is  carryingr  that  much  iB**tetoes8 

on  it?  ^  , 

Mr  McLAtrGHiiw,  Absolutely.  ,   «  j.  -  x^.-  ^ 

Mr!  WiNQO.  Ton  really  think  now  that  the  object  and  effect  of  this  amend- 
ment win  be  to  help  the  landless  man  g^t  a  home? 

Mr.  McLatjghlin.  I  certainly  do.  .    ,4.  . 

Mr  WixGO  ^nd  do  vou  think  that  with  the  present  condition  of  agricultuie, 
with  'all  that  we  do  fo"r  it,  including  those  young  men  who  have  no  farms  are 
going  to  be  able  to  get  farms  by  going  and  buying  these  expensive  plants? 

Mr.  McLaughlin.  Some  of  them  w^ill,  certainly. 

Mr.  WiNGo.  You  think  that  is  a  possiblltty  out  there? 

Mr.  McLaughun.  I  certainly  do.  „^  ^  k 

Mr  WiNOO.  Then  the  conditions  are  better  in  your  State  than  in  anybody 
el^'s  where  a  landless  man  can  hope  to  do  that.  He  is  the  man!  am  interested 
iiT  I  am  not  caring  so  much  about  the  fellow  who  has  a  big  plant  worth 
JSboOO  to  $100000,  who  simply  wants  from  his  selfish  standpoint  the  particular 
bra'efits  that  come  from  the  Government  agency  as  distinguished  from  the 
private-loan  agencies  now  lending  the  money  at  6  per  cent.    I  am  interested  in 

I  the  poor  devil  who  wants  to  get  a  farm  home,  if  he  can  not  do  it  raider  our 
present  existing  agency.   It  is  the  fellow  at  the  bottom  that  I  want  to  help. 

I I  think  we  ougiit  first  to  help  those  little  fellows,  ^  r,  ,  j, 
^   Mr  Strong.  But  there  is  the  man  who  started  at  ttie  bottom  and  who  had 

a  farm  and  has  increased  it  and  now  has  maybe  200  or  2.50  acres;  he  has 
several  boys  that  he  wants  eventually  to  start  in  the  farming  business,  and  he 
is  in  debt  $25,000  or  $20,000  or  $15,000.  He  has  the  need  of  this  system  so 
he  cm  obtain  an  amortized  loan  and  eventually  pay  it  out,  just  as  much  as  the 
fellow  who  has  two  or  three  hundred  acres  and  who  only  borrows  .$9,000. 
Mr.  WixGO.  You  are  stiU  talking  about  the  fellow  with  the  expensive  plant. 

How  about  the  tenants?  .         ^ «      *  i.  j 

:Mr  Strong.  There  is  only  one  suggestion  for  that  line  of  argument,  and  that 
is  for  the  fellow  who  has  $15,000  debt  on  his  farm  to  sell  It  and  go  to  anotoer 
place  where  land  is  cheap  and  he  can  get  land  with  a  loan  of  less  than  $10,000. 
Mr.  Stevkw8<hi.  How  about  the  joint-stock  land  bank? 

Mr  Stbong  I  am  not  overly  enthusiastic  about  the  joint-stock  land  bank, 
and  neither  are  you  and  neither  is  Mr.  Wingo.  They  are  private  institutions, 
hdng  financed  through  money  borrowed  by  tax-free  bonds,  and  I  thought  it 
was  a  mistake  in  the  start,  and  I  Oiink  the  longer  they  continue  the  greater 
strength  they  are  going  to  have. 

Mr.  Wingo.  I  have  no  desire  to  engage  in  a  controversy.  A  geatleman  over 
here  suggests  that  that  amendment  will  help  that  poor  feUow.  You  OTggMtt 
that  the  larger  fellow  is  entitled  to  some  relief.  )Whlch  one  Is  it  gwng  to 
benefit? 
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Mr.  Strong.  Mr.  Wingo,  I  am  oeTer  asaliust  the  poor  laiaw.  You  will  prob- 
ably remember  that  two  or  three  years  ago  I  helped  to  defeat  an  amendment 
on  the  floor  of  the  House  to  help  raise  farm  loans  from  $10,000  to  $25,000.  One 
of  my  good  friends  from  Texas  was  very  much  in  favor  of  it.  as  was  one  of 
the  members  of  my  own  delegation.  But  I  helped  defeat  that  amendment  upon 
the  ground  that  the  farm-loan  system  at  that  time  was  not  able  to  get  money 
enough  to  serve  all  the  people  who  wanted  money,  and  I  thought  the  little 
fellow  should  be  taken  care  of  first.  But  now  that  the  system  is  functionmg 
so  well  that  it  can  supply  all  demands,  and  last  year  loaned  $230,000,000,  It 
does  seem  to  me  that  we  ought  to  also  take  care  of  the  &nner  irti©  has  gat 
the  expensive  or  large  farm  and  is  producing  food  tor  tiie  country,  even  thoi^ 
he  happens  to  need  $15,000  or  $25,000  bwteftd  of  $8^000,  $8«000,  or  $10,000.  I 
think  he  should  have  an  c^portuntty  to  go  to  the  fiinn4oan  bank  and  get  thia 

m^iey*  i 

Mr.  Wingo.  The  thing  I  am  trying  to  get  at  is,  where  is  the  objection  to 
going  to  the  joint-stock  land  bank  if  it  can  make  an  amortized  loan?  ^ 

Mr.  Strong.  For  one  thing  some  of  the  joint-stock  land  h-Auk^  in  the  country 
are  forcing  the  farmers  to  buy  in  their  bank  stock  and  some  of  them 
are  getting  a  little  heavier  commission  on  the  side  where  they  can.  I  know 
of  places  in  niy  own  district  where  they  were  offered  loans  and  the  loan  was 
approved,  and  then  they  said  if  the  borrowar  did  not  pay  so  and  so  «iey 
co^  not  get  the  loan.  . 

Mr.  Wingo.  You  do  not  mean  to  suggest  that  anyone  connected  with  the  jomt- 
stock  land  banks  is  demanding  commissions*  in  addition  to  the  interest? 

Mr.  SrrBONo.  I  certainly  do,  and  they  are  forcing  the  sale  of  stock  on  tlieir 
borrowers. 

Mr.  Wingo.  Have  you  laid  that  before  tlie  Farm  Loan  Board  and  the 
Department  of  Justice? 

Mr.  Strong.  Not  before  the  Department  of  Justice,  but  I  have  before  the 
Farm  Loan  Board,  and  they  know  it  and  they  are  trying  to  stop  it,  and  ttiey 
have  issued  orders  against  it  But,  suppose  you  want  a  loan  of  $25,000,  and 
you  can  not  get  it  any  place  except  the  joint-stock  land  banks  and  the  agesit 
says  to  you,  well,   You  will  have  to  take  some  stock." 

Mr.  Wingo.  That  is  in  violation  of  law, 

Mr.  Stbong.  What  are  you  going  to  do— either  do  so  to  get  the  $25,000  <Mr 
go  broke. 

Mr.  Stbvenson.  Does  he  not  have  to  take  stock  if  he  gets  it  from  the  land 
bank? 

Mr.  Strong.  Yes,  he  does. 

Mr.  Stevenson.  He  has  to  take  stock,  but  he  does  not  have  to  take  any  more 
than  when  he  gets  it  from  the  jobit  sto<±  land  bank,  does  he? 

Mr,  StBONG.  No;  the  only  difference  is  one  plan  is  the  plan  set  up  by  law 
in  which  he  goes  in  with  his  eyes  open  and  the  other  he  does  not  know  about 
until  he  comes  to  get  the  money.  I  think  the  Joint  stock  land  banks  are 
taking  advantage  of  the  situation,  and  so  do  you. 

Mr.  Stevenson.  Let  me  suggest  a  difference  between  tlie  two:  In  one  in- 
stance the  man  who  borrows  $10,000  takes  5  per  cent  of  it  in  stock  in  the 
loan  association  to  which  he  belongs,  and  it  takes  stock  in  the  Federal  land 
bank;  in  the  other  instance,  the  man  takes  the  stock  directly  in  the  joint 
stock  land  banks.  Now,  here  comes  the  diffar^ice:  The  Federal  land  banks 
Ikftve  dedared  in  the  last  year  considerable  dividends,  that  is,  declared  in 
ftivor  of  the  loan  association,  and  the  loan  assodatlon  has  absorbetl  50  per 
cent  of  it.  I  say  ttie  joint  stock  land  bank  declares  a  dividend  of  9  per  cent. 
And  it  Is  declared  to  the  fellow  who  owns  the  stock.  I  would  rather  have 
my  loan  in  the  joint  stock  land  bank  for  that  reason.  ^ 

Mr.  Wingo.  I  am  interested  in  this  charge  that  there  are  being  unlawful 
rates  charged  by  the  agents  of  the  joint  stock  land  banks. 

Mr.  Strong.  They  are  even  being  charged  by  the  farm  loan  associations. 

Mr.  Wingo.  You  appreciate  the  weight  of  your  statement? 

Mr.  Strong.  Ortainly.  ,  ^  ^ 

Mr.  WiNOO,  Do  you  tell  me  that  the  board  and  tJie  Department  of  Justice 

are  peri^tUng  that? 

Mr.  Stbong,  I  don't  know  whether  they  know  it 
Mr.  Wingo.  If  they  know  it,  they  permit  it. 

Mr.  Strong.  I  do  not  know  whether  the  Department  of  Justice  knows  it,  I 
ha\^  not  called  it  to  their  attention.  But  Judge  Lobdell  in  his  statement  at  one 
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time  wlien  you  were  present  stated  that  they  were  coU^tiug  commissious  to 
which  thev  are  not  entitled. 

Mr.  Wtngo.  I  was  not  present,  I^ut  T  know  tliis  much,  if  u  conspiracy  is  en- 
tered into  to  exact  unlawful  commissions  

Mr.  Strong  (interposing).  It  is  not  a  conspiracy. 

Mr.  WiNGo.  It  Is  a  concerted  movement 

Mr.  Strong.  Oh,  no ;  I  did  not  say  it  was ;  I  say  they  are  doing  it. 

Mr.  MacGbbqor.  To  what  question  are  we  addressing  ourselves? 

Mr.  WiNGo.  We  were  getting  at  the  relative  merits  of  the  two  methods,  and 

he  was  offering  that  suggestion. 

Mr.  Dale.  Have  vou  completed  your  statement,  Mr.  McLaughlin? 

Mr.  McLAi'(iHT.ix'  T  will  complete  my  statement  by  saying  further  to  my  col- 
league, Mr.  Wing<»,  with  reference  to  iiis  question  as  to  keeping  men  on  the  laud 
and  enabling  them  to  secure  farms,  that  I  believe  there  are  gentlemen  here 
from  my  State  who  know  the  situation  in  eastern  Nebraska  and  Iowa  and  ttie 
adjoining  States,  who  can,  if  you  will  direct  your  question  to  ttem,  give  you 
concrete  instance  after  concrete  distance  where  so€*  men  have  applied  for 
loans  and  could  buy  land  if  they  had  the  privilege. 

Mr.  WiNOO.  The  joint-stock  land  banks? 

Mr.  McLAiTrTHT.ix,  From  the  farm  loan. 

Mr.  WiNGo.  Do  not  misunderstand  me.  T  am  i)rol>ably  .i:ning  along  with  you 
gentlemen.    But  I  wuut  to  know  wliy  I  am  doing  it ;  I  want  to  get  some  reason 

^*^Mr.  Dale.  Tiie  ct>mmittee  will  now  he  pleased  to  hear  Mr.  Hull,  of  Iowa. 

STATEMENT  OF  HON.  HABBY  E.  HULL,  MEMBBB  OF  CONOBESS 

FBOM  THB  mATE  OF  IOWA. 

Mr  Hrr.L.  Mr.  riiairman  and  gentlemen  of  the  committee,  I  will  try  to  be 
A'ery  brief  And  I  want  to  urue  this  conmiittee  to  take  action  in  regard  to  re- 
porting out  tins  i)ill  increasing  the  amount  that  the  farm  bank  can  loan  from 
$10,000  to  $:^r).uno. 

I  do  not  know  tliar  it  Is  uofcssary  to  go  into  the  merits  of  the  case.  However, 
I  will  sa\  tliis :  In  mv  ctmntry,  which  is  probably  <me  of  the  ripest  agricultural 
districts  in  the  United  States,  the  average  farm  Is  worth  from  $40,00a  upwards 
and  may  easily  be  worth  $100,000.  You  take  320  acres  of  land  in  any  county 
that  I  represent,  witli  proper  buildings  upon  it,  and  it  is  worth  at  least  $100,000 
and  sometimes  more  than  that  Whether  a  man  wants  to  l>orrow  money  to  go 
onto  a  farm  or  whether  he  wants  to  continue  in  farming  is  not,  to  my  notion, 
the  question,  much  as  tbe  ability  of  the  man  to  obtain  a  loan. 

T}'in'e  lire  all  the  while  poor  men  practically  who  are  trying  to  go  into  farm- 
in-'  in  mv  c'ouMtrv.  If  thev  are  uoing  to  succeed,  they  must  be  able  to  bwrow 
monev  at"  the  lowest  rate  possible  As  to  whether  they  should  borrow  of  a  farm- 
loan  or  a  joint-stock  bank  is  immaterial.  ^   ^   .  ^ 

When  I  was  out  in  mv  district  my  attention  was  ( iilled  to  the  fact  that  there 
was  no  joint-stock  bank  near  a  certain  county.  The  farmers  are  not  as  well 
posted  about  these  things  as  some  Members  of  Congress,  although  soine  Mem- 
bers of  Congress  are  not  ns  well  nostcil  as  they  sluudd  be.  I  mysoll  ilul  not 
realize  the  need  of  Imving  all  the  agencies  tliat  we  require  to  acconnnodate  these 
fa  rm  e  r  *^ 

When  T  invent  iuntod  rlie  niiilu'r  I  foiiiul  tliis :  That  there  was  not  any  joint- 
st<.ck  laii.l  l)aiik  in  thv  eastern  i.art  of  Iowa;  that  they  had  to  go  some  dls- 
tauce  to  find  an  agcncv  eA'en  of  the  joint-stock  bank.  I  think  that  coaditiOB 
has  been  improved  some  recently.  There  were,  l^ow^ver  farm^oan  agencies 
nearer  at  hand.  But  in  this  case  the  man  wanted  a  loan  of  $12,000.  It  was  a 
pw^ectly  good  loan,  because  he  had  probably  $40,000  or  $.5<>.000  invested  and  he 
tod  a  loan  at  that  time  from  a  l)ank:  but  the  bank  bad  notihed  hiin  that  he 
would  have  to  take  the  loan  up— I  think  very  unjustly,  but  tluit  is  n«>t  the 
Question— because  they  were  jrettin;;-  a  fair  rate  of  interest.  lUit  the  Pocr  tellow 
wa^  verv  much  worried,  because  be  could  not  find  any  place  to  l>orrow  ?1A0W 
on  a  .S4(i  (Hio  or  $50,000  farm.   The  trouble  was  that  the  limit  was  $10,000. 

Tliere  were  other  cases  where  men  had  a  little  money  and  they  were  trymg 
to  go  into  farming,  and  the  same  thing  arose— they  coittd  xiot  borrow  what  w 
a  reasonable  loan  value  on  the  torm.  «^r¥in 

You  can  all  readily  imagine  that  a  man  buyme  a  farm  worth.  sa>.  $4*J.000 
can  not  afford  to  put  a  first  mortgage  on  it  for  $10.mK)  if  he  is  jiomg  to  hnance 
Himself,  because  the  minute  he  puts  on  the  first  mortgage  then  there  is  a 
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question  in  regard  to  the  value:  and  I  do  not  see  any  harm  at  all  m  nicreas  ng 
the  amount.  The  matter  Is  subject  to  the  appraisement  of  the  banks;  and  I 
will  sav  this,  that  thev  are  very  conservative  in  the  State  of  Iowa  m  all 
their  loans.  There  is  not  any  skyrocketing  going  on  in  any  of  these  farm-loan 
l)anks. 

Mr.'DAi.K.  May  1  ask  yon  a  question,  Mr.  Hull? 

Mr.  Hrr,L.  Yes;  certainly.  ^  ^^^^^         m.  *. 

Mr  Dale.  You  speak  of  putting  a  flrst  mortgage  of  $10,000  on.  That  sug- 
gests this  inquiry  to  my  mind :  Is  it  a  common  practice  to  yonr  State  to  put 

on  second  mortgages?  ,  , 

Mr.  HUTJ.  Oh,  it  depends  upon  what  you  mean  by  the  words    connnon  piac- 

tlce."   I  presume  some  persons  woiM  say  it  was  and  some  persons  would  say 

it  was  not.    T  do  not  think  it  is  myself.  ^  c,innnA 

]\Tr  D\iF  What  I  was  ^rettinir  at  was  whether  a  man  having  put  a  .>1U,UW 

loan  on  his  farm,  worth  $40.(X)0  or  .mOOO,  would  have  difficulty  placing  a 

Tseo* *nfl  nM n'l'Ti  ^'^e  ^ 

Mr  Hi  1  >  (Vrtainlv  he  wonld.  He  would  have  to  put  it  on  at  a  higher  rate 
of  int(nest.  When  he  has  a  first  mortgage,  the  minute  he  puts  on  a  second 
mortgage  he  has  to  pay  a  higher  rate  of  interest  and  he  is  suhjwt  to  the  loau 
sharlps:  that  is  the  trouble. 

ATr.  T)\iK.  What  do  you  mean  by  "  loan  sharlc  V 

Mr.  TItTM..  A  man  who  takes  a  hn-je  conmiissioii  for  making  the  h>an. 
Mr  Pai.i  .  We  do  not  allow  him  to  do  iliat  in  my  conntry. 

Mr.  Ht  i.i.  'I'litn  are  not  snpisosed  to  do  it  <>ut  in  the  State  of  Iowa,  but  they 
do  work  thai  featnie  of  it.    There  is  no  qnestion  about  it. 
Mr.  I'KNx.  ]><)  lliey  do  that  in  the  land  banks? 

Mr  Ilri.L  No.  I  am  not  sayJiiR  a  word  about  the  tend  banks.  The  man 
who  dots  that  has  not  any  money  himself,  but  he  is  an  apent.  And  the  fellow 
Kays :  "  I  have  got  to  have  some  mon^."  The  agent  says :  "  I  can  get  the  money, 
but  it  will  take  some  time." 

V'-.  FicxN.  That  is  a  private  individnal? 

Mr  ITi  LT.  It  mav  not  he  a  hank  :  he  may  he  a  broker. 

Mr  ^VlNGo  Tliere  is  tliar  .  (Moniission  in  Iowa.  We  have  had  testimony  on  it. 
Mr.  Hi  ll.  It  is  something  that  the  man  can  get  and  that  he  has  heart 

*^"Mr'' WiNc?o!Vhat  does  he  generally  hare  heart  t»  take  ont  ttiete  In  your 
district? 

Mr.  Hinx.  Some  have  no  Umit  ,  ^  x 

Mr  Wtngo  What 'are  the  actual  facts.  Mr.  Hull.  That  is  what  I  want 
to  get  at.  Do  voii  know  what  is  specifically  chi  rked  in  the  way  of  commis- 
sions npon  loans  in  vonr  district  and.  if  so,  what  is  the  amount  in  percentage? 

Mr.  HxJLL.  Tlie  ordinary  commission  is  one-half  of  1  per  cent,  but  that 
is  where  you  are  doini;-  a  legitimate  business — I  think  that  is  right. 

Mr.  Dat^e.  Is  that  on  first  mortgages,  Mr,  Hull? 

Mr  WiNCiO  (interposing).  You  understand  what  we  are  getting  at? 

Mr.  Hotx.  I  never  heard  «f  an  iiutanoe  Mke  they  cite  here  cf  any  agent  of 
a  joint  bank  or  any  farm  bank  taking  any  commission  at  aU;  that  is  aU 
news  to  me;  I  do  not  think  that  is  done  in  my  country  at  all. 

Mr.  Wixoo.  Why  do  your  farmers  refuse  to  go  to  the  joint  stock  land  banks 

to  cret  these  loans?  ,  ^ 

Mr  HiTi.T,  They  do  not  refuse.    They  are  very  glad  to  go.    But  there  are 

some  places,  as  I  sav.  that  they  have  not  any  joint  stock  bank  and  they  do  not 

know  about  it;  in  fact,  they  would  have  to  travel  quite  a  ways. 
Mr  WiNGo.  But  would  th^  have  to  travel  any  farther  than  to  a  land 

bank?    Are  there  not  more  joint  stock  land  banks  and  are  they  not  closer 

to  your  farmers  than  I3ie  iand  baok? 

Mr.  Hinx.  No.  „  ,     ,  ,    ^  ^    ,  « 

Mr.  WiNGO.  Where  is  the  bank  located — the  Federal  land  bank? 
Mr.  Hm-L.  I  think  in  every  county  they  have  agencies  by  which  they  can 

Mr.  WiNGO  (interposing).  You  do  not  understand  my  question.  Whwe  i»  the 
Federal  land  hank?   There  are  12.    What  district  is  It>wa  to? 
Mr.  Hull.  I  think  it  is  the  Omaha  district 
Mr,  WiNGO.  Where  is  the  Joint  stock  land  bank? 

Mr.  Htnii.  The  nearest  is  at  Des  Moines,  I  think.  There  have  been  some 
Instituted  there  recently,  and  I  think  there  is  a  branch  of  one  from  Chicajio. 
But  there  does  not  any  farmw:  go  to  Omaha,  and  practically  no  farmer  goes 
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to  Des  Moines.  What  tliey  have  are  agencies  through  which  they  can  make 
these  loans. 

Mr.  WxNGO.  Do  not  your  joint  stock  land  banks  have  agencies  Just  ^actly 
like  your  land  banks? 

Mr.  HxTix.  I  do  not  know.  There  are  not  as  many,  that  is  what  I  want 
to  call  your  attention  to ;  and  tben»  of  coarse,  «  good  many  farmers  prefer  to^ 

borrow  of  the  farm  bank. 

Mr.  WiNGO.  Why?   For  what  reasons?   What  practical  reasons  do  they  give? 
Mr.  Hull.  They  think  that  they  are  better  taken  care  of. 
Mr.  WiNGo.  In  what  way? 

Mr.  Hull.  That  may  be  wrong,  but  they  have  that  idea. 
Mr.  WiNGO.  Do  they  think  they  get  a  different  amortization  plan?  Do  they 
think  they  get  a  different  rate  of  interest? 

Mr.  HuTX.  I  presume  they  do.  I  suppose  that  a  whole  lot  of  this  is  psycho- 
logical. Our  people  do  not  know  all  about  all  these  difEerent  ways  of  borrow-- 
Ing,  and  it  is  psychological. 

Mr.  WixGo.  I  appreciate  that. 

Mr.  Ht:ll.  I  found  that  out  in  two  or  threo  cases.  Farmers  came  to  me  ami 
they  said  they  wanted  to  l)orrow  of  the  farm  bank,  the  Government  bank;  and 
they  wanted  to  laiow  how  to  do  it,  and  I  told  them. 

Mr.  WiNGo.  You  take  the  position,  then,  that  the  original  purpose  for  which 
the  joint-stock  land  banks  were  created— tibat  is,  to  take  care  of  a  larger  loan» 
has  failed  on  account  of  the  psychology  of  the  situation? 

Mr.  Hinx.  Oh,  X  do  not  say  it  had  failed ;  I  say  it  is  capable  of  being  im- 
proved. 

ISlr,  WixGO.  I  mean,  it  does  not  work  to  the  full  extent  you  think  it  ought 
to  in  your  district  because  of  the  psychology  of  the  situation  among  your 

farmers? 

Mr.  Hull.  I  simply  say  this:  That  experience  has  shown  us  that  we 'can 
improve  the  system.  It  has  worked  wonderfully,  I  think,  and  been  of  great 
ben^t  But  it  is  like  everything  else,  when  yon  get  a  thing  to  work  yon'can 
still  improve  it,  and  it  seems  to  me  that  if  there  is  any  improvement  Ibat  we 
can  make  then  we  onght  to  make  it 

Mr.  WiNGo.  I  agree  with  you. 

Mr.  Hull,  I  presume  this  is  true,  that  there  will  not  be  so  very  nuich  use  made 
of  this,  but  I  do  think  if  you  will  pass  this  bill  by  the  1st  of  Fel>ruary, 
and  have  it  signed  and  made  into  law,  that  it  will  have  a  wonderful  efCect  all 
over  the  State  of  Iowa  and  over  the  entire  country  in  reducing  or  making  it  a 
little  easier  for  farmers  to  finance  themselves — farmers  who  are  in  no\y  and 
farmers  who  are  trying  to  be  fiirmars. 

Mr.  WiNOo.  Yon  think,  then,  that  they  would  not  avail  th^nselves  so  mudi 
of  this  additional  maximum,  but  that  that  could  be  used  as  a  dub  to  ttme  more 
reasonable  terms  on  private  agencies? 

Mr.  Hull.  I  do  not  say,  "As  a  club." 

Mr.  WiNGO.  I  am  not  objecting  to  that.   I  think  that  might  be  a  wise  thing. 

Mr.  Hull.  I  say  that  would  have  a  wonderful  effect  just  the  same  as  the  War 
Finance  Corporation.  You  understand  that  when  the  War  Finance  Corporation 
^;ave  notice  that  they  had  a  half  billion  dollars  which  they  could  loan  to  the 
farmers  of  this  country  that  had  a  wonderful  effect— largely  psychoK^eal, 
but  it  was  an  effect  that  was  very  important  and  r&y  essentiaL 
VAlr.  WiNoo.  I  want  to  go  de^r  than  ^t  piQrdiology. 
/  Mr.  Hull.  Maybe  the  word  is  wrong. 

Mr.  WiNGO.  I  want  to  set  up  a  system  in  a  practical  way  which  will  ^ive 
real  benefit  to  tlie  farmers  in  a  sound  way,  and  I  want  the  interest  rate,  terms, 
and  business  reasons  to  govern  us. 

Mr.  Hull.  Well,  if  yon  will  give  this  law  to  the  country,  as  I  think  it  should 
be  given,  I  think  you  will  improve  on  the  present  arrangement;  you  will  not 
make  it  perfect,  but  you  will  find  other  Improvem^ts  ocmiing  along. 

Mr.  WiNoa  Certainly* 

Mr.  Hrxx.  But  it  will  be  an  Improvement,  and  it  is  an  improvement  that  our 
farmers  are  asking  for.  I  do  not  say  that  they  are  crazy  about  it,  for  I  pre- 
sume they  will  get  along,  but  it  will  help,  and  anything  that  will  help  the  farm- 
ing industry  at  the  present  time  ought  to  receive  the  ^proval  of  every  Mem- 
ber of  Congi-ess. 

Mr.  WiNCio.  Do  you  approve  the  permanent  organization  plan  set  out  here  in 
the  Strong  bill? 
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Mr.  Hxxll.  I  have  not  gone  into  the  details  of  that ;  I  am  simply  discussing  the 
loan  featuies* 

Mr.  WiNoa  What  do  you  think  ou^t  to  be  the  maximum? 
Mr.  Hull.  Well,  at  present  I  think  it  should  be  $25,000. 
Mr.  WiNGO.  At  inresmt? 
I^Ir.  Htjix.  Yes. 

Mr.  WiNGO.  Are  you  in  favor  of  the  njovision  which  will  permit  them  to  make 
it  larger? 

Ml'.  Hull.  I  will  not  say  right  off,  w  ithout  thinking  about  it,  that  I  would 

not  favor  that.  ^^^^^^ 
Mr.  Wnroo.  Do  yon  tbiidc  we  ought  to  limit  it  specifically  to  the  $25,000? 
You  nnd^stand  under  the        it  might  be  $100,000,  if  the  honow&  wants 
that. 

M*r.  Strong.  No  ;  it  might  not  be  $100,000 ;  that  is  hardly  a  fair  statement 
Ml-.  Hull.  I  do  not  want  to  get  into  controversy. 

Mr.  Strong.  It  might  be  the  amomit  the  joint-stock  banks  oould  loan. 
Mr.  WiNGO.  The  gentleman  knows  that  we  liave  no  limit  except  the  regu- 
lations. 

Mr.  Strong.  Yes ;  but  they  are  regulated. 

Mr.  WtNOo.  And  the  day  after  you  pass  this  it  is  possible  for  the  Farm 
Loan  Board  to  say,  "  We  wiU  duuiee  that  regulation  from  $50,000  to  $100,000." 
Mr.  Strong.  Do  you  not  think  somebody  oui^t  to  have  the  power  to  change 

the  regulation  if  it  becomes  necessary? 
Mr.  Wingo.  I  think  Congress  ought  to  have  the  power  to  change  regulations, 

not  boards. 

Mr,  Strong.  It  might  be  a  difficult  thing  if  we  could  get  it  through,  but  it  is 

so  hard  to  get  it  througfi.  ,^  ^ 

Mr.  WiNGo.  I  will  vote  for  the  §25,000  provision  sooner  than  for  an  unlunltea 

provision.  .  ,  ^     ,  ^ 

Mr.  HuLU  I  am  inclined  to  think  that  Congress,  Mr.  Wingo,  is  right;  that 
there  ought  to  be  a  limit  and  t^t  Congress  ought  to  establish  that  limit ;  and 
then  after  it  comes  aimg  and  we  find  it  ought  to  be  inoaeased,  Congress  is 
always  in  session. 

Mr.  Wingo.  You  are  correct  about  that,  and  the  truth  is  it  ought  to  be  $25,000 
by  statute  and  not  regulation.  Congress  on^ht  to  legislate  and  fix  the  limit. 
Congress  will  be  in  session,  and  instead  of  the  board  saying  it  ought  to  be 
$100,000  Congress  ought  to  say  it  should  be  $25,000. 

M  r.  Huuv.  It  occurs  that  way  to  me,  I  will  say  that  frankly. 

Mr.  BuiCK.  Do  you  not  think  that  the  $25,000  loan  limit  would  permit  practi- 
cally all  farm  loans  in  Iowa  to  come  into  the  system  ultimately  if  they  should 
choose  to  take  advantage  of  it?  In  other  words,  are  there  many  farm  loans* 
in  your  opinion,  in  Iowa  that  would  exceed  $25,000? 

Mr.  Hum..  No:  there  are  not  at  tiie  present  time. 

Mr.  Black,  And  the  thought  I  had,  Mr.  Hull,  on  this  whole  bill  is  that  the 
tax-exempt  feature  was  the  one  important  part  of  the  law,  and  that  if  we  should 
junend  it  to  the  extent  that  is  suggested  in  this  bill  it  would  mean  that  ulti- 
mately we  will  extend  the  tax-exempt  feature  to  practically  all  farm  loans  In  tlie 

United  States. 
BIT-  Wingo,  Do  you  favor  that,  Mr.  Hull? 

Mr.  HUI.L.  Well,  that  la  anotlier  proposition  that  I  would  like  to  study. 

Mr.  Wingo.  No;  it  is  specifically  interwoven;  it  is  one  ol'  the  questions  that  is 
bothering  members  of  this  committee.  It  is  a  live  question.  We  are  voting  on 
the  constitutu)nal  amendment  in  the  H*nise  now,  and  for  that  reason  I  will 
state  that  is  a  very  live  question  in  the  minds  of  this  committee.  We  would  like 
to  have  the  benefit  of  your  judgment. 

Mr.  HuxL.  I  will  say  this,  that  I  am  in  favor  of  the  Grem  reaolntion  ;  and,  of 
course,  that  is  another  proposition. 

Mr*  Wingo,  I  have  discovered  It  is  another  proposition.  I  want  to  know  if 
you  are  in  favor  of  tax-exemptions  as  implied  to  all  farm  loans? 

Mr.  Hull.  WeU,  I  am  inclined  to  say  that  I  am.  But,  of  course,  it  might  be 
that  something  would  change  my  mind  on  that.  I  have  changed  my  mind  on 
some  thin^   But  right  at  the  present  I  would  favor  tax-exemption  for  farm 

^^Ir.  Dale,  I  would  like  to  ask  u  question  there.  There  could  not  be  any  tax- 
ing exemption  if  the  Green  resolution  passed,  wvM  ttiere? 
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iVIr.  HuTX.  Why  certainly. 

.Mr.  WiNGu.  Then  is  wlieii  iie  is  going  to  change  liis  mind. 

Mr.  HuuL.  Certainly.  Yon  do  not  by  the  passage  of  the  Green  resolution! — - 

Mr.  Dals  (interposing).  It  does  not  become  a  law  nnttl  ratified. 

Mr.  Hnix.  I  mean,  whra  It  is  ratified,  ^at  does  not  prevent  Congress  ex* 
enipting  farm-loan  securities. 

Mr-  Stkvknson.  Bnt  if  you  exempt  th^  you  have  got  to  esempt  aU  the  others 
and  tliere  is  no  use  passini^  the  resolution. 

Mr.  WixGo.  That  is  tlie  troxible  with  the  Green  resolution.  You  have  your 
liuuers  crossed  when  you  i^ass  tluit.  You  are  a  man  of  experience,  Mr.  Hull, 
and  vou  know  that  if  we  did  what  you  suggest  it  would  absolutely  nullify  the 
Gieen  resolution.  Why  not  be  frank  about  this  thing?  If  It  is  right  to  ex- 
empt all  farm  loans  from  taxation,  why  not  do  It  boldly  and  justify  it:  If  tt  to 
wrong,  why  not  condemn  it  and  justify  it? 

Mr.  HiTix.  I  will  have  to  study  that  question,  but  I  do  want  to  call  the  at- 
tention of  the  committee  to  this  fact  that  in  increasing  this  amount  to  $25,000. 
you  do  n(»t  always  increase  the  loans  to  $2o,000.  The  large  part  of  these  loans 
will  he  $]2,000,  or  $15,000.    My  attention  was  called  to  a  loan  wanted 

for  $11,(M>0,  and  it  was  absolutely  impossible  to  do  business  with  the  farm  banks, 
because  ihai  tarmer  Imd  to  have  $7,000  and  he  Imd  plenty  of  security,  too. 

Mr.  Stevknson,  Mr.  Hull,  do  you  happen  to  know  that  the  average  loan 
of  the  farm  loan  system  for  the  last  three  months  has  been  ^,000? 

Mr.  Hotj:-.  I  am  ^d  to  know  that. 

Mr.  Stevbhsok.  IHd  you  know  that  the  average  loan  of  the  joint*stoek  laud 
bank  runs  right  arounfl  $10,000? 

Mr.  BjjUh  1  presuHie  that  is  true^  and  I  am  £^  to.  know  they  are  keeping 
it  down. 

Mr.  WiNGO.  Why  are  you  glad  to  know  they  are  keepinig  it  down?  I  tliought 
you  were  in  favor  of  it.  What  is  wnmg  with  this  joint  stock  bankV  Give 
me  some  grounds  to  justify  abolishing  it.   Is  it  not  functioning? 

Mr.  Hxju..  Here  is  the  trouble  and  what  we  have  to  realisse:  The  average 
faiin  in  this  country,  I  presume,  is  worth  $8,000  to  $10,000.  Tlie  average  ferm 
in  the  State  of  Iowa  is  worth  something  like  $40,000. 

Mr.  Stevenson.  You  gentlement  keq?  talking  about  the  high  values  of  farms 
in  your  State,  Every  time  I  ask  a  question  you  commence  talking  about  the 
farms  of  Iowa  and  their  high  value.  The  county  in  which  I  live  also  has 
farms  of  good  value.  In  it  there  has  not  been  a  foot  of  farming  land  tit  to 
farm  sold  in  10  years  for  less  than  $250,  and  a  lot  more  sold  for  $500.  You 
have  not  a  patent  right  on  that    That  is  not  the  reason  we  are  objecting 

to  this  thing,  ^  ^  ^ 

Mr  Hull.  I  am  glad  to  know  that  the  land  that  produces  well  is  worth  tiiat. 

Mr  Si'BVENSON.  But  those  Mlows  are  not  always  hollering  around  about 
borrowing  from  the  Federal  land  bank.  Wh^  ttiey  have  200  acres  <rf  that  laud 
they  can  get  mon^  anywhere.  ^  . 

Mr.  Huix..  There  was  a  time  when  they  could  not  I  remember  the  time 
when  you  people  on  the  floor  of  the  House  

Mr.  Stevenson  (interposing).  That  was  short-term  loans;  that  was  not 

the  long  land  loans. 

Mr.  Strong.  Mr.  Stevenson,  has  it  always  been  true  m  your  community 

that  you  could  always  get  those  big  loans  on. that  fine  land? 
Mr.  Stevenson.  Quite  uniformly  so.  ^ 
Mr.  Strong.  I  want  to  say  to  you  that  that  may  be  true  in  the  Eaist,  but 

in  the  West  that  is  not  true. 

Mr  Stevenson.  I  t  is  the  short  term  loans  wdiere  our  people  bave  suffered. 

Mr.  Hinx.  Thcare  was  a  time  when  the  farm  banks  were  not  putting  out 
any  laons 

Mr.  WiNGo.  I  spent  60  days  in  Iowa  studying  the  credit  system  of  the 
Iowa  farmer,  and  without  a  single  exception  thoughtful  men  told  me  this,  when 
I  would  ask  them  "Why  has  your  population  decreased  and  why  has  the 
average  size  of  the  farm  belonging  to  the  Individual  increasedr  They 
regarded  both  facts  as  an  evil,  and  they  credited  the  decrease  in  your  popu- 
lation to  the  Increase  In  the  monopoly  of  holding  of  lands  and  said  that  the 
only  solution  of  the  problem  was  to  help  the  little  fellow  get  a  small  home, 
whereas  under  the  present  system  they  were  being  driven  out,  and  that  you 
were  gobhling  iq>  the  farms  in  big  holdings  and  that  those  big  holdings  were 
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being  financed  by  a  low  rate  of  int^mt,  whweas  the  little  fellow  could  not 

get  it  upon  reasonable  terms  at  all. 

Do  you  tliink  that  by  increasin^^  the  niaxiuumi  and  making  it  possible  for 
those  men  who  are  monopolizing  your  rich  lands  to  get  long-time  amortization 
loans  at  a  low  rate  of  interest  through  a  governmental  agency,  it  accentuates 
that  economic  distress  tluit  is  bothering  your  people? 

Mr.  Hull.  I  do  not  think  that  your  premises  are  correct 

Mr.  WiNGo.  You  do  not  thisft  that  your  population  has  decreased? 

Mr.  Huix.  I  do  not  think  there  is  any  tendency  at  present  to  increase  land 
Ii^dlngs. 

Mr.  WiNGo.  Is  it  not  a  fact  that  your  farm  populatkm  decreased  from  1900 

to  1910? 

Mr.  Hull.  There  was  a  <lecrease  iii  popuhition. 

^Ir.  Wtxgo.  Is  ir  not  true  that  the  average  holdings  of  individuals  became 
larger  and  are  becoming  larger  all  the  time? 
Mr.  Hull.  No. 

Mr.  WiNGo.  In  otlier  words,  the  number  of  farm-home  owners  is  becomins 
smaller  in  Iowa? 

Mr.  Huix.  I  would  not  think  that  tliat  is  true;  I  think  it  is  exactly  the 
opposite  that  is  true  in  my  section.  Ea«^  150  acres  is  being  cut  up  into  80's 

and  40' s  lar.ii:ely. 

Jlr.  WTxrxo.  So  yon  think  the  average  size  of  the  farm  out  in  Iowa  is  getting 

smaller  instead  of  larjier? 

Mr,  Hull.  In  a  ^^reat  many  cases. 

Mr.  WiNGo.  What  is  the  general  average  in  the  State? 

Mr.  Hull.  I  do  not  know  what  the  statistics  show,  but  the  large  farm  is 
100  to  320  acres,  and  the  small  tsmn  is  from  40  to  80  acres,  and  there  are  a 
good  many  more  40's  than  there  were  a  few  years  ago. 

Mr.  WiNGo.  Did  your  farm-owning  population  decrease  from  1010  to  1920? 

Mr.  Hxnx,  I  think  there  was  a  slight  increase.  I  am  not  sure  about  that,  but 
I  am  (luite  confident  that  the  farm  peculation  has  increased.  I  know  the 
desire  is  to  get  on  the  farm. 

Mr.  WiNGo.  I  am  not  talking  about  the  farm  population;  I  am  talking  about 
the  farm-home  owners.  I  am  talking  about  the  increase  in  the  number  of 
tenants  and  the  actual  number  of  persons  residing  on  the  land.  Is  it  not  an 
indisputable  fact  that  the  number  has  decreased  of  those? 

Mr.  Hxnx.  It  mi^t  be  true.  Of  course  that  question  is  also  complicated; 
but  this  question  of  so  many  farmers  letting  their  children  run  the  farms  and 
they  own  it,  that  is  taking  place  to  a  wonderful  extent  in  the  State  of  Iowa. 

Mr.  WiNGo.  Do  you  think  this  would  help  to  increase  or  decrease  the  number 
of  farm-home  owners  in  the  State  of  Iowa? 

Mr.  Hull.  I  think  it  would  help  to  increase  it. 

Mr.  Dale.  Mr.  Lyman  is  here.  Mr.  Lyman,  please  give  the  reporter  your 
name  and  state  whom  you  represent. 

STATBMEirT  OF  MK.  CHABLBS  A.  LITICAV,  SECBBTABY  KATIOHAXi 
BOABD  OF  FABK  OBOANISASXOXffly  WASHIHOTOH,  D.  C. 

Mr.  Lyman.  My  name  is  Charles  A.  Lyman,  secretary'  of  the  National  Board 
of  Farm  Organizations.  Our  board  is  opposed  Ho  this  bill,  though  not  nece.^ 
sarily  in  its  entirety.  But TJTO'^^vIsi^  which  we  favor  I  would  prefer  to  dis- 
cuss  later  on. 

I  am  here  by  the  authority  of  Mr.  Charles  S.  Barrett,  the  chairman  of  the 
national  board  and  the  president  of  the  National  Farmers'  Union. 

Many  of  the  State  fanner  unions  are  opposed  to  this  bill  and  are  taking  ^ps 
this  week  to  do  what  they  can  in  showing  what  the  bill  will  do.  I  would  like 
very  much  to  go  ahead  with  my  statement  without  too  much  interruption. 

Mr,  Dale.  Mr.  Lyman  requests  that  he  be  permitted  to  make  his  statement 
without  interruption  and  without  objection  that  will  be  the  order. 

Mr.  Lyman.  Thus  far,  the  connnittee  and  the  people  who  have  been  present 
have  discussed  one  part  of  one  amendment:  that  is.  the  part  for  the  increas-ie  in 
the  loan  limit  from  $10,000  to  $25,000,  which  is  part  (d)  of  one  section.  There- 
fore, it  is  one  twenty-fourth  part  of  the  bill. 

The  points  which  I  would  like  to  bring  out  are  severaL  In  the  first  pla(  e, 
let  me  say  that  our  memb^  oiganfasations,  for  the  most  part,  and  myself  per- 
sonally have  had  a  Tery  active  interest  in  this  Federal  farm  loan  system. 
I  have  hem  fbsem  volumes  of  r^orto  of  the  l^tional  Conferences  on  Marfeetiiv 
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and  Farm  Credits.  The  lirst  one  Avas  held  in  1913;  the  next  year  a  conference 
was  held,  but  no  publislied  report  was  made,  and  then  in  1915  and  1916  con- 
ferences were  held  witli  full  reports  published  as  you  can  see.  These  con- 
fei^nces  were  held  at  Chicago,  and  were  attended  by  as  high  as  a  thousand 
delegates.  Marketing  and  farm  credit  was  what  these  conferences  were  called 
for. 

We  bad  great  antboritieB  on  coaprnttive  ci-edit  address  us,  among  them  David 
Luhin.   We  had  men  wlio  had  been  all  over  tbe  world  stadylng  cooperative 

credit,  both  mortgage  credits  and  i>ersonal  credits;  and  the  upshot  of  those 
meetings  was  that  a  powerful  influence  was  exerted  in  this  Nation  for  tiie  crea- 
tion o!  a  system  of  farm  credits. 

Most  of  us  who  are  farmers  and  representatives  of  farm  organizations  wanted 
cuoperarive  credir,  or  the  kind  of  credit  we  have  now  in  the  12  Federal  land 
banks  and  in  the  4,000  national  farm-loan  associations. 

Of  course,  the  banker  Influence  of  this  country  was  opposed  to  cooperative 
credits  for  the  most  part.  There  were  a  few  exceptions.  The  life-Ui^urance 
companies  of  this  country  were  opposed  to  this  thing.  Ttiey  had  men  who  were 
thoroughly  aware  that  over  in  Europe  for  100  or  150  years  through  coopera- 
tive associations  the  farmers  of  certain  nations  were  getting  amortized  loans 
running  as  long  ais  50  years  or  more  for  us  low  a  rate  of  interest  as  3,  3i,  3^, 
or  4  per  cent. 

Mr.  Chairman,  there  are  intlueuces  at  work  to-day  thoroughly  aware  that  if 
the  Federal  farm-loan  system  is  allowed  to  function  as  the  lawmakers  originally 
intended  it  to  functi<m  interest  rates  iu  this  country  are  going  down  as  low  as 
4  per  cent.  I  think  they  are  going  down  as  low  as  4  per  emt  with  amortiza-^ 
tlon.  At  tlie  present  thne  &ey  are  6  per  eent  with  amortisation.  In  other 
wor^,  they  are  going  down  ooe4hirdi  low^  than  they  are  now ;  and  agriculture, 
if  it  be  permitted  to  give  the  anqEde  security  which  it  can  give  in  this  system,  is 
entitled  to  get  its  interest  rates  aB  low  as  4  per  eent  It  is  going  to  do  so  if  we 
hold  fast. 

The  reason  why  it  is  going  to  do  it  is  because  of  its  outstanding  cooperative 
principle  which  is  now  embeded  in  the  farm  loan  act,  and  the  Strong  bill  is 
going  to  strike  a  terriffic  blow  at  that  <o< operative  principle. 

We  say  that  where  farmers  are  willing  to  go  to  a  little  trouble  and  associate 
themselves,  10  or  more  together,  with  this  Joint  liaMlity  that  they  are  entitled 
to  get  these  low  rates.  How  do  they  do  that?  In  sev«gral  ways*  one  of  which 
IB  by  taking  stock  in  the  farm-loan  associations — 5  per  cent  of  their  loans. 
Do  you  know  what  that  amounts  to  now?  It  is  over  $38,000,000  and  pretty  soon 
it  will  be  $50,000,000,  and  by  and  by  it  will  be  $100,000AK)0  and  it  it  wiU  provide 
an  enormous  security  for  the  bond-investing  public. 

Coupled  with  all  the  other  safeguards  that  the  law  proix)ses,  the  Farm  Loan 
Board  is  given  sole  authority  to  pass  upon  these  loans,  making  its  own  ap- 
praisids,  making  its  reports,  and  the  farm-loan  commissioner  must  approve  of 
every  loan  that  is  utilized  as  security  for  the  bonds  issued. 

This  bill,  I  believe,  is  trying  to  do  away  with  all  that  It  will  start  to  do  it 
and  vmAd  eveatmlly  aecomplish  it.  In  the  first  place,  the  pres»t  law  gives 
the  cooperative  borrowers  in  these  4,000  farm-loan  associations  the  right  to  elect 
a  controlling  number  of  directors  in  each  of  the  Federal  land  banks.  The  law 
BBJB  that  they  may  select  six  out  of  the  nine  permanent  directoi'S.  They  have 
not  done  that  yet,  and  I  do  not  believe  I  need  to  go  into  the  reasons  why  they 
have  not  done  it.  It  is  due  to  an  amendment  which  was  put  through  right 
after  the  war  to  enable  the  Secretary  of  the  Treasury  to  buy  $200,000,000  worth 
of  these  bonds,  so  that  they  would  not  be  thrown  on  the  market  in  competition 
with  Liberty  bonds,  and  Mr.  McAdoo  did  buy  over  $100,000,000  of  those  bonds. 

An  amendment  was  put  tiirough  at  that  time  which  said  that  as  long  as  the 
Secretary  of  the  Treasury  held  any  of  tliat  partlcalar  issue  of  bonds  (which 
ran  for  20  years)  that  that  part  of  the  act  which  provided  for  the  election  of 
these  permanent  directors  should  be  inoperative.  So  it  seems  that  so  long  as 
the  Secretary  of  the  Treasury  holds  a  single  one  of  that  particular  bond  issue 
these  cooperative  borrowers  will  be  denied  the  right  to  elect  their  permanent 
directors. 

This  particular  bill  takes  away  the  right  of  these  cooperative  borrowers  in 
the  national  farm-loan  asssociations  to  elect  a  coiitr<A  in  tbeir  land  banks.  It 
says  that  the  faisners  shall  elect  three  directoiB  instead  of  six,  as  the  law 
now  reads ;  that  the  Farm  Loan  Board  shall  ^wolnt  tiiree ;  and  that  those  ^ 
thus  elected  and  selected  shall  appoint  the  seventh,  who  shall  be  a  farmer. 
TbOt  looks  aU  r^t  w  its  lace,  occ^  a  ppoTbuon  is  la  Gim  hUl  that  in  case 


FEDERAL  PABM  L0A17  ACT. 


47 


these  six  directors  can  not  agree  tlie  farm4oan  commissioner  shall  appoint  the 
seventh. 

It  is  perfectly  obvious  that  the  Farm  Loan  Board  can  simply  say  to  its 
appointees,  tbrom^  the  Federal  land  banks*  not  to  agree,  to  deadlock.  Of 
coarse,  automatically,  then,  tlie  powder  Is  vested  in  flie  fiurm-lean  commis^oner 
to  appoint  the  seventh  director. 

In  other  words,  this  bill,  in  the  hrst  place,  absolutely  runs  contrary  to  whatl 
the  law  originally  intended.    It  vests  sole  bureaucratic  power  in  the  Federall 
Farm  Loan  Board.    That  may  be  a  good  thing  under  certain  circumstancesj 
and  it  may  be  a  very  bad  thing;  it  depends  on  the  character  of  the  men  wlio 
are  running  the  Federal  Farm  Loan  Board, 

If,  gentlemen,  you  should  find  that  there  are  mra  sow  on  the  Farm  Loan 
Board  who  have  be^  opposed  to  ooop^ative  credits  in  the  old  days  when  we 
were  working  for  this  ^stem,  and  you  find  they  have  been  or  are  closely  coa- 
nected  with  land-mortgage  brokers;  if  they  have  said  down  here  in  Washing- 
ton or  if  they  shall  say  at  some  future  time  that  they  do  not  believe  in  the 
cooperative  features  of  the  farm  loan  act — if  they  have  said  that  unless  they 
can  call  off  or  eliminate  the  farm-loan  associations  they  will  resign  from  the 
board,  then,  gentlemen,  I  think  you  will  agree  with  nie  tluit  it  might  not  be 
wise  from  the  farmers'  standpoint  for  them  to  have  perpetual  control  of  the 
Federal  Farm  Loan  Board. 

Coupled  with  that  point  you  will  find  in  the  bill  a  provision  which  provides 
that  a  central  bond-selling  system  shall  be  created.  At  tte  present  time  the 
law  ssys  that  each  Federal  land  bank  may  sell  its  own  bonds,  if  the  appraisal 
has  been  approved  and  the  loans  have  been  approved  by  the  Farm  Loan  Board. 
These  12  land  banks  liave  not  done  that,  and  the  reason  they  have  not  done  it 
is  because  at  tlie  present  time  these  V2  Federal  land  banks  are  otilcered  and 
run  l»y  temporary  directors,  and  those  directors  are  appointed  by  the  Federal 
I'arm  Loan  Board,  and  these  different  land  banks  have  voluntarily  surrendered 
their  right — I  know  it  has  been  forced  upon  your  bank,  Mr.  Corey — to  market 
these  bonds.  If  you  will  look  up  the  statistics*  you  will  find  that  certain 
Federal  land  banks — ^for  example,  Columbia,  S.  G. — ^have  not  had  their  bonds 
marketed  through  this  Farm  Loan  Board  in  the  ratio  that  they  sliould  have 
had  them  marketed.  I  believe  that  the  percentage  of  applications  which  were 
taken  care  of  by  one  sale  of  bonds  of  $75,000,000  a  few  montha  aCQ^  WlUB  only 
26  per  cent  for  the  land  bank  at  Columbia.  S.  C. 

Another  huid  bank  that  was  not  successful  in  selling  its  quota  of  bonds 
through  The  board  was  tlie  Baltimore  bank,  which  sold  through  the  board  51 
per  cent;  while  the  Springfield,  Mass.,  bank,  through  the  board,  sold  bonds  lo 
the  extent  of  117  per  cent  of  its  applications. 

This  bill  creates  a  permanent  bondHselltng  arrangmeiit  Let  us  visQalixe 
these  12  banks,  controlled  by  imr  out  of  sev^  permanent  directors  and  con- 
troUed  by  the  board  hei  e  at  TVashington.  Then  let  us  see  the  ceantoil  bond- 
sellins:  arraugement  which  takes  away  the  powM  which  the  law  now  each 
individual  land  bank  to  market  its  own  bonds. 

AYhat  n  land  bank  can  do  and  what  it  will  do  when  it  gets  permanent  di- 
rectors is  to  popularize  these  bonds  in  its  own  district  and  take  steps  so  that 
it  will  not  have  to  be  satisfied  as  iu  the  case  of  the  Columbia  bank,  with  26 
per  cent  of  applications  which  have  been  made  for  the  farmers  iu  that  district. 
This  is  based  upon  a  letter  from  Mr.  Lever,  dated  April  3,  1922,  as  I  under- 
stand it 

In  addition,  this  hill  provides  for  vohmtary  liquidation  of  National  Farm 

Loan  Associations.    Let  us  not  be  misled  by  that  t«m  "vrtuntary."  liiqul- 

dation  is  liquidation,  whether  it  is  voluntary  of  compulsory.  I  say  it  is  com* 
pulsory.  (or  the  reasou  that  there  is  a  provision  in  this  bill  which  says  that  the 
12  Fefleial  land  hanks  may  make  loans  in  the  future  through  agents  of  tlieir 

own  ch<>osing. 

You  know  perfectly  well  who  those  agents  are  likely  to  be.  They  are  going 
to  be  the  r^lar  commercial  banks.  State  and  national  banks ;  thev  are  going 
to  be  life  insurance  agents,  fire  insurance  agents,  and  others  relieved  of  the 
responsibility  which  the  present  law  imposes. 

For  the  most  part— now,  of  course,  there  are  notable  excepti<ma— the  peojrfe 
who  will  be  selected  by  these  18  Federal  land  banks  will  be  the  very  people 
who  strenuously  opposed  the  citation  of  the  Federal  farm-loan  system.  We 
did  not  get  any  help  from  the  American  Banli^s'  Association,  the  lifb  insur- 
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nnce  r-ompanies.  or  tho  mortgage  bankers.  Did  you?  No.  They,  for  the  most 
part,  fought  openly  or  otherwise,  and  fought  strenuously  against  the  creation 
ol  this  P>(leral  fai*m-l(»;ni  system. 

If  these  hind  banks,  pernianently  controlled  by  the  board  as  in  the  bill, 
appoint  agents  of  their  own  choosing  which  they  want  to  do,  if  a  way  is  worked 
out  for  voluntary  liquidation— which  is  liquidatloii,  nevertheless,  although 
under  n  very  Innoeent-sonndtng  name — then  it  will  aiqpear  fMt  the  associa- 
tion will  be  forced  to  liquidate.  Why?  For  the  reason  that  the  liability  of  the 
borrowers  in  the  National  Farm  Loan  Associations  not  only  remains  as  it  is, 
but  actually  increases,  as  the  new^  borrowers  get  their  loans  through  the  local 
l»:Miks  ;iinl  otlicr  agencies.  Because  the  liability  on  the  borrower  who  gets  his 
loan  through  the  local  agency,  to  bo  created  by  this  bill,  is  not  so  great  as  the 
liability  whicli  now  exists  in  the  borrower  who  belongs  to  the  National  Farm 
Loan  Association. 

That  is  just  the  long  and  short  of  it.  This  bill  has  been  dra\vn  in  an  ex- 
ceedingly clever  way.  It  provides  for  voluntary  liquidation,  and  then  for  the 
creation  of  these  agencies  to  make  the  loans,  and  the  liability  of  the  borrower 
through  these  agencies  is  going  to  be  less  than  the  liability  of  the  present 

borrowers,  and  as  the  present  cooperation  borrowers  see  their  liability  in- 
<Tease  they  naturally  will  be  forced  to  liquidate  to  protect  their  own  interests. 
They  will  also  liquidate  due  to  the  pressure  brought  to  bear  by  those  who  wish 
liq  nidation. 

We  say  that  This  law  should  stand  about  as  it  is.  In  addition  to  that,  it 
should  be  administered  in  the  spirit  in  which  the  lawmakers  intended  it  to 
be  administered.  They  intended,  long  before  this,  for  these  12  Federal  land 
banks  to  be  officered  and  controlled  by  six  ont  of  nine  permanent  directors 
elected  by  tiie  stockholders.  This  bill  takes  away  and  absolutely  destroys  snch 
light ;  it  gives  the  board  pwpetnal  ccmtrot 

Mr.  Date.  Unless  there  Is  objection  on  the  part  of  some  Mt  inbers,  and  it  is 
convenient  for  ]Mr.  Lyman,  we  will  take  a  recess  until  2  o'clock. 

(Thereupon  at  12^  o'clock  tlie  committee  took  a  recess  until  2  o'clock  this 
afternoon. 

The  committee  reconvMied  at  the  expiration  of  tlie  recess. 
Mr.  St!Eong  (presiding)  •  Mr,  Lyman,  will  yon  continuet 

STATEMENT  OF  MB.  CHABLES  LTMAN— Resnmed. 

Mr.  LviiAx.  ^Iv,  ( 'liainiinn.  I  sai<l  to  you  at  the  close  of  the  n^.ornin^:  session 
that  T  desired  to  recai)itulate  very  l)riefiy  some  of  the  (thjections  I  covered  this 
niorninir  dui'inij:  your  ahsence  from  the  committee  v/hile  I  Avas  spoukin.2:. 

Mr.  Stkon(;.  I  was  called  out  and  re^^ret  I  was  not  present  when  you  did 
make  your  statement.   I  would  be  glad  to  hear  from  you. 

Lyman.  Thte  morning  it  was  agreed,  Mr.  Chairman,  that  I  might  go 
ahead  with  my  itatem^t  in  my  own  way,  and  then  that  I  would  be  subjected 
to  cross-examination  If  any<«ie  so  desired.  I  think  I  can  get  through  in  a  little 
while  now. 

In  the  tirst  i^lace.  I  have  been  able  to  ,c;et  back  to  my  office  this  noon  to 
secure  a  cr»py  <»f  resolutions  that  have  been  adopted  by  our  board  at  different 
times  durijm  rhc  last  Iwn  or  tluve  years,  and  I  wwld  like  to  have  permission  to 
introduce  this  as  a  part  of  my  statement. 

Mr.  Strong.  Are  there  any  objections  from  the  committee? 

Mr.  Stevenson.  What  is  it  he  wants  to  introduce? 

Mr.  Strong.  Some  resolutions  that  have  been  passed  by  hsi  board  during 
the  past  few  years  attacking  certain  provisions  of  the  bllL  If  tii^  is  no 
objection,  they  will  be  inserted  in  the  record  at  this  point. 

(The  resolutions  referred  to  follow:) 

Resolutions  adopted  by  the  Qcneral  Vovfercncc  of  the  National  Board  of  Farm 

Organisations. 

ooujHBus,  moo,  samama  2-^,  1920.  ^ 

National  Union  of  Farm  Loan  Associations:  We  give  our  liearty  and  unquali- 
fied indorsement  to  the  movement  for  the  formation  of  tlie  farm  loan  associa- 
tions into  a  national  union  as  one  of  the  first  steps  toward  the  realizati<m  <rf  ^ 
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hopes  and  expectations  of  the  friends  of  the  farm  loan  act.  and  as  a  ner(*ssiry 
for  the  pre8ervati<m  and  continuation  of  the  benefits  of  that  act.  Such  unioii 
or  alliance  muerf:  neoeflnrily  be  tiie  voluntary  expression  of  the  members  of 
the  far  mloan  associaticms  for  represoitation  free  from  official  supervision  and 
control. 

WASHINOTOH,  D.  C,  OGTOBEB  Sl-NOVEMBER  2,  1921. 

We  unreservedly  indorse  the  Walsh  bill  (S.  273).  which  seeks  to  restore  to 
the  local  farm  loan  associations  the  control  of  the  Federal  land  banlcs,  to  which 
their  ownership  entitles  them. 

We  ur^^e  that  tho  niaxinium  lonn  pei'iintted  thron-h  tbo  National  farm 
loan  associations  to  the  individual  l»e  increased  beyond  .$10,000. 

We  pledge  our  hearty  support  and  approval  of  tlie  Flot<-lH*r  l>ill  fS.  020>, 
which  will  provide  a  broad  and  constant  market  for  farm  loan  bonds  by  allow- 
ing snch  bonds  to  be  ntilissed  as  collateral  security,  for  rediscounts  Avith  the 
Federal  resmre  banks,  according  them  the  same  privilege  now  enjoyed  bv 
Government  bonds. 


NATIOJiAL  ISOAUl)  OF  r.MfM  OuriAXIZATTONS, 

Woshi)t!floH,  n.  (\,  ()( toUcr  20,  //^?.?. 
Kesolntioiis  adopted  by  the  semiannual  conference,  October  11,  12,  13,  1922 : 

thUElUTlOX  OV  NATIONAL  FAKM  LOAX  ASSOCIATIONS  IND0BSia>. 

Whereas  there  has  been  formed  the  Federation  of  Nati<mai  Farm  Loan  As- 
sociations to  act  as  a  national  clearing  house  for  advancing  the  interests  of 

the  cooperative  borrowers,  organized  under  the  farm  loan  act; 
Whereas  it  was  the  National  Board  of  Farm  Organizations  which,  at  the 

bejrinninc:,  made  possible  the  or^ranization  of  this  fedei-ation;  and 

A\*Ii(M"o::s.  as  e\'i)res^sed  by  S<nat(H-  Duncan  T'.  Flevcher.  the  federation  has 
proved  to  be  a  most  desirablo.  iisenil,  mucli  needed,  and  hiuldy  enicacious 
or.t^anization.  or.uanized  by  rhe  sincere  friends  and  genuine  supporters  of  the 
farm  loan  act  "  :  Tlierefore  be  it 

Revived,  That  the  National  Board  of  Farm  Organziations  continue  in  hearty 
indoi-sement  of  the  Federation  of  National  Farm  Ix)an  Associations ;  and  fur- 
ther be  it 

l^e.?o?r^f^  I'hat  our  member  organizations  in  their  territorial  jurisdiction 
should  stimulate  an<l  encourage  all  National  Farm  Loan  Associations  to  onite 
with  the  said  federation. 

FABM  lOAN  BOKDS. 

WJii^reas  tlie  Federal  farm  loau  lionds  now  held  by  the  T'nited  States 
Treasnry  conunand  a  prciniiim  in  the  market,  the  purpose  for  which  they  were 
purchased  Ijavinir  been  a''ci»mi)lishcd  :  and 

Whei'eas  surh  hoidin.ir  ol  bontls  nnd<M-  an  ann^ndment  to  the  Federal  farm 
loan  act  dc|triv(»s  tho  slockl>oldcr  of  the  F((!eral  land  baidvs  of  any  voice  in 
the  nianaf;eiiient  ot  .said  banks,  subvernive  of  their  constitutional  rights;  and 

Whereas  such  a  condition  has  l>een  brouj^ht  about  in  violation  of  the  exinesseJ 
intent  of  Congress:  Now,  therefore,  be  it 

Resolved,  That  we  demand  the  immediate  sale  of  said  bonds,  or  the  repeal 
of  said  amendment,  whereby  tlie  National  Farm  Loan  Associations  owi^ng 
m(»re  than  85  per  cent  of  the  stock  of  the  Federal  land  banlcs  may  proceed 
with  ilie  permanent  ortranization  of  said  banks  in  accordance  j^th  the  original 
provision  of  tlie  farm  loan  act. 

I'AliAi   l,OAN  ACT. 

The  National  Board  of  Farm  Organizations  in  convention  assembled,  after 
full  consideration  of  the  Information  impaited  by  ret>orts  from  the  farming 
interests  throughout  the  country  as  to  the  iiractlcal  working  of  the  farm  loan 
act.  respectfully  sugsrest  to  Congress  the  following  changes  in  said  act : 

1.  That  our  pri^vi(Uis  recumuiendatiun  for  a  cluamc  in  the  maxinnim  limit  of  a 
mortgage  loan  to  jiny  one  borrower  from  $]0,UOO  to  $25,000  be  indorsed,  and 
Tlmt  we  urge  the  passage  of  such  amendment  as  essential  for  the  continued 
benefits  of  the  farm  loan  act  to  the  farming  interests. 
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2.  That  the  20  per  cent  maximum  limit  lor  mortgage  loaujs  upon  i*ermaneiit 
insnred  improvement,  as  now  provided  by  section  12  of  the  farm  loan  act,  be 
increased  to  50  per  cent :  PrmHa^^  That  in  no  case  shall  the  amount  loaned  on 
the  building  exceed  the  amount  loaned  m  the  land. 

PCBCHASIB  OF  WmOEB^  TAMU  ZX>AN  BOKBS. 

Rcsolrc'K  That  the  Federal  reserve  banks  be  authorized  to  purchase  Federal 
land  banlv  bonds  and  make  said  bonds  eligible  for  deposit  with  the  Government 
for  additional  circulation  provided  said  bonds  bear  a  rate  uf  iuteresit  not 
exc^'cding  4  per  cent. 

Mr.  Lthan.  I  would  also  like  to  introduce  a  resolution  passed  by  the 
National  Grange  at  its  last  annual  meeting.  I  am  sure  there  would  be  no 
objection.  Tlie  National  Grange  nhvays  justly  takes  deep  pride  that  its 
formal  action,  as  evidenced  by  tlie  resolutions  adopted,  are  well  and  fuUy 
considered,  and  I  know  you  will  be  greatly  Uiterested  in  the  res<^ution. 

Mr.  Stkong.  Tliere  is  no  objection. 

(The  resolution  of  the  National  Grange  follows:) 

"Whereas  the  official  representatives  of  the  National  Union  of  Farm  Loan 
Associations  have  presented  from  the  official  records  of  ilie  Farm  Loan  Board 
proof  that  the  Farm  Loan  Board  is  on  record  in  its  first  annual  report  (for 
the  year  1917)  as  doubting  the  capacity  of  the  farmers  to  manage  the  affairs 
of  the  Federal  land  banks,  which  these  farmers  own,  and  that  in  the  same 
report  the  Farm  Loan  Board  asked  Congress  to  enact  an  amendment  to  the 
farm  loan  act  providing  for  '  a  lengthened  period  of  irovernmental  control,' 
\Nhich  amendment  was  adopted  by  Congress,  and  the  effect  of  which  has  been 
to  deprive  the  farmer  stockholders  of  all  voice  in  the  management  of  the 
Federal  land  banks,  thereby  making  inoperative  and  practically  destroying 
the  cooperative  features  of  the  act;  and 

Whereas,  The  National  Union  of  Farm  Loan  Associations  has  retained 
an  attorney  for  the  purpose  of  bringing  mandamus  proceedings  to  compel 
the  Farm  Loan  Board  to  install  the  permanent  organization  of  the  Federal 
land  banks  as  contemplated  in  the  farm  loan  act  as  originally  passed;  and 

**  Whereas  this  action  is  about  to  be  commenced  in  the  Federal  eonrts  of 
the  district  of  Columbia  :   Now,  therefore,  be  it 

"Resolved,  Thar  we,  the  National  Grange,  do  liereby  indors^e  rht*  action  of 
tlie  National  Union  of  Farm  Loan  Associations  in  brin.uing  this  suit,  and  be- 
speak for  it  the  support  of  all  farm  organizations  interested  in  the  preservation 
of  the  cooperative  features  of  our  present  rural  credit  system." 

Mr.  Ltman.  In  the  first  place,  this  morning  I  said  tlmt  the  effect  of  this  hill 
will  be  to  destroy  the  national  farm  loan  associations,  for  the  reason  that  the 
plan  for  "  voluntary "  liquidation,  as  worked  out,  is  so  intended.  I  said  tliat 
Inasmuch  as  tlie  bill  also  provided  for  loan  agencies  to  be  appointed  by  the 
land  banks  for  the  purpose  of  making  loans  to  the  farmers,  and  that  inasmuch 
as  the  liability  which  the  future  borrowers — who  will  get  their  loans  through 
these  new  agencies — is  less  than  that  of  the  present  cooperative  l)orrowers,  it 
will  necessai'ily  throw  a  gi'eater  liability  on  the  present  borrowers  in  the 
national  farm-loan  associations,  and  that  wlien  cooperative  borrowers  find  that 
out  tliey  will  naturally  want  to  liquidate  their  associations.  So  it  is  not  really 
voluntary  liquidation.  The  bill  is  deeper  than  that;  it  is  really  compulsory 
liquidation. 

In  that  connection  Mr.  Flannagan  has  worked  the  thing  out  very  carefully. 

Mr.  Flannagan  is  here,  and  can  also  go  into  the  matter. 

The  American*  Bankers'  Association  for  a  good  many  years  has  been  inter- 
ested in  this  Federal  farm  loan  situation.  A  very  able  banker  from  Illinois 
went  abroad  and  traveled  all  through  Europe,  and  came  back  tliorouglily  in- 
formed of  what  farmers  were  able  to  do  in  Europe  with  cooi)erative  long-time 
credit.   That  is  George  AVoodruff,  of  Joliet,  111. 

Mr.  Woodruff  is  chairman  of  a  committee  for  the  American  Bankers'  Associa- 
tion, flud  has  given  a  great  deal  of  time  and  thought  to  this  whole  matter. 

As  T  said  this  morning,  there  is  no  doubt  in  my  mind  that  iuterest  rates  are 
going  lower  as  the  general  public  becomes  educated  to  the  fact  that  tli^se  farm- 
loan  1  nnds,  as  safeguarded  by  the  original  act,  are  the  best  security  on  earth. 

Mr.  ^^'oodruff  was  down  here  last  winter  as  a  member  of  the  President's 
agriridrnral  conference.  I  sat  beside  him  as  a  member  of  the  agricultural 
iinaui-e  committee  of  that  big  conference.  I  had  met  him  before,  and  I  knew  his 
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views;  but  he  took  special  pains  to  tell  me  how  important,  in  his  judgment,  it 
was  to  let  the  Imnks  in  Illinois  and  the  banks  elsewhere  act  for  th(»se  coopera- 
tive borrowers,  and  he  was  working  with  some  of  the  farm  organizations  to 
this  end. 

It  appears  that  one  farm  organization  favored  this  bill  and  will  appear  in 
favor  of  it  here— the  American  Farm  Bureau  Federation.    I  looked  through 

the  files  of  the  American  Farm  Bureau  Federation  weekly  printed  letters,  and 
I  find  that  last  January,  1922,  the  Farm  Bureau  Federation  was  meeting  with 
the  American  Bankers'  Association  over  tliese  very  things.  I  have  not  sot  the 
letter  with  me.  It  is  up  in  my  ofllce.  But  I  have  a  letter  of  my  own  here 
which  quotes  accurately  from  this  release  of  tlie  American  Farm  Bureau  Fed- 
eration. I  am  not  bringing  this  up  for  tlie  purpose  of  attacking  farm  (U-ganizu- 
tlons,  but  merely  to  show  yon  the  interest  of  the  American  Bankers'  Asso- 
datimi.  This  is  from  the  letter  of  the  American  Farm  Bureau  Federation, 
under  date  of  December  7, 18582.  First  let  me  read  fipom  the  lettw  of  January 
28,  last  year,  an  excerpt : 

''A  conference  was  hehi  at  the  office  of  the  American  Farm  Bureau  Federa* 
tion  in  Clucago,  Jannai-y  18,  attended  by  representatives  of  the  American 
Bankers'  Association  and  the  American  Farm  Bureau  Federation,  to  consider 
tlie  Federal  land  hank  and  possible  ways  and  means  of  extending  the  scope 
of  its  functioning  so  that  it  may  occupy  tlie  place  in  its  field  of  agi-icnltui-al 
financing  that  the  Federal  reserve  system  does  in  commerce  and  industry. 

"  It  was  unanimously  agreed  that  there  should  be  some  working  connection 
between  the  local  banks,  which  are  the  farm^'  fri^<te  and  first  aid  in  every 
need,  and  the  Federal  land  bank." 

I  simply  cite  that  to  corroborate  my  statement,  which  is  easily  susceptible  of 
further  proof,  that  the  American  Bankers'  Association  took  the  keenest  interest 
in  this  whole  matter.  George  AVoodruff  went  over  there  and  otlier  men  also' 
went  abroad.  They  reported  back.  They  did  not  favor  this  thing,  because  they 
found  when  they  went  abroad  that  interest  rates  got  down,  as  I  said  thisr 
morning,  away  below  4  per  cent  They  did  not  want  that,  naturally.  It  is  the 
bnshiess  of  banks  to  lend  numey,  and  if  possible  they  will  do  the  lending 
in  the  old  way,  too*  This  act  provides  a  cotiq[»aratively  new  way  of  lading 
money. 

But  we  found  that  through  cooperative  effort  the  farmers  could  get  low  rates 
of  interest,  with  amortization  payments — in  our  country,  now  for  a  period  of 
33i  years,  I  believe — and  found  out  that  this  system  existed  in  the  Old  World, 
and  that  it  worked  snceessfully.  We  did  not  incorporate  the  same  thing  ex- 
actly in  this  country  that  they  had  in  other  countries,  hut  this  modification 
came  along  that  somebody  has  referred  to — the  joint-stock  land  banks,  also  as 
a  part  of  the  system. 

The  very  folks  that  did  not  want  this  systm  are  now  trying  to  get  into  tlie 
syst^.  If  this  bill  goes  through  and  every  bank,  big  and  little,  out  throui^ 
the  agricultural  States  and  elsewhere,  become  agents  of  the  land  banks,  th^ 
while  I  do  not  believe  that  the  whole  system  is  going  to  be  overthrown  in  a 
hurry,  still  I  do  believe  that  it  will  be  next  to  impossible  to  drive  along  to 
that  goal  of  4  per  cent  interest  in  this  country.  And  that  is  what  we,  if  we 
are  permitted,  are  jroin;^  to  ;.^et.  We  were  i)ayiug  such  high  x-ates  of  interest 
in  this  country  that  U  per  rent  now,  including  that  one-half  of  1  per  cent  amor- 
tization, seems  fairly  low.  But  it  is  not  low  enough  yet  to  insure  a  stahilized 
agriculture  in  this  country.  It  ought  to  he  lower,  l)ecause  the  security  is  the 
best  on  earth.  Governments  liave  been  overthrown,  but  land-mortgage  bonds- 
have  been  repudiated  in  very  few  imetonces  in  the  hisbofty  of  modem  times,  even 
in  case  of  conquest. 

I  just  want  to  point  this  out,  because  I  think  I  have  given  you  proof  liere  of 
the  interest  of  bankers.  I  realize  that  many  of  the  bankers  are  friends  of  the- 
farmers;  they  are  friends  in  many  other  ways  besides  this.  But  this  is  one  way 
which  tliey  do  not  see  is  for  the  benefit  of  the  farmer;  they  did  not  see  it  at  tiie 
start,  and  some  of  them  do  not  see  it  yet. 

Tlien  there  are  the  life  insurance  companies  of  this  country.  You  know  they 
were  lending  millions  upon  millions  of  dollars  out  through  Iowa  and  elsewhere. 
They  got  6  pw  cent  interest,  and  sometimes  more,  and  they  had  local  banks' 
and  insurance  as^ts,  and  so  <m,  all  tbrongti  the  States,  who  placed  those  loans 
and  got  a  bonus  of  1  per  cent,  usually. 

Then  these  local  agents,  when  the  time  of  renewal  came  about,  wouiil  say, 

I  do  not  beUeve  you  can  get  Uus  r^iewaL  Mon^  ia  a  little  tis^t"  But,. 
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JQnally,  it  workod  arouiul  that  if  the  fanner  burtowor  wtniUl  j^ive  thv  local 
•  agent  a  bonus,  vvixidi  might  be  1  per  cent  (*r  2  i»er  wut  in  addition  t<>  the  1 
per  cent  that  tins  agent  was  used  to  gettinu".  th:it  ho  would  get  his  loan. 

Just  during:  the  last  two  or  thrte  vf:us  Uiut  iliinj,-  lia^  n  ut-inu'  on  again 
out   tlirough  tht*  West.    TIio  F.-M'iii   Lf>;ui   r>(»ani  did  not  ]m^h  sah»  of 

bonds  during  the  tiuK^  when  the  mortgage  bankers  of  your  State  [Kansas] 
started  that  suit  attacking  the  constitutionality  of  the  fai'm  loan  act — they  did 
not  do  very  much;  I  think  that  I  have  a  right  and  others  liave  a  right  to  criticise 
a  little,  and  I  think  the  Federal  Farm  Loan  Board  should  have  acted  as  if 
they  thought  they  were  going  to  win.  There  was  no  injunction  against  the 
Farm  Loan  Board  to  prev^t  issnlng  bondSt  but  they  just  simply  halted,  waited, 
and  marked  time. 

I  also  said,  Jlr.  Chairman,  this  morning  that  this  bill  will  put  the  control 
with  the  f'eileral  Farm  Loan  Board — pt^rpetuid  control — becaus"  in  reality  the 
board  will  get  four  out  of  the  seven  permanent  directors.  I  know  .liat  it  is 
provided  iluit  tht»  seventh  num  shall  ])e  a  fanner  livinij;  in  tlie  district,  but 
it  says  that  in  case  the  six  directors  can  not  agree  llie  farmdojin  '^•ommis?(i<mer 
shall  appoint  the  seventh,  and  the  whole  experience  down  here  tiie  last  two 
years  is  that  tlie  Farm  Loan  Board,  or  certain  members  of  it,  have  thought 
they  should  absolutely  control  the  affairs  of  these  twelve  land  bank^  and  I 
think  the  will  continue  to  feel  that  way,  especially  if  this  bill  is  passed. 

For  obscarve  that  the  Farm  Tjoan  Board  is  back  of  this  bill.  In  the  letter 
of  the  Federal  Farm  Loun  lUin  au  of  December  9,  signe<l  by  (Jovernor  Cooper 
as  a  member  of  the  Farm  Loan  Board,  I  And  this,  referring  to  the  Strcmg  bill 
(H.  K.  1^25)  : 

"Tliis  measure,  the  hrst  in  the  nutun*  of  a  g.nteral  revision  which  has  been 
presented  to  C<»ngre8s  in  the  last  three  years,  was  introduced  in  the  House 
of  Representatives  by  Congressman  Strong,  a  member  of  the  so-called  farm 
bloc  of  the  House,  having  been  placed  in  his  hands  by  the  legislative  agents 
of  the  Federation  of  Farm  Bureaus,  whose  approval  It  has." 

I  wish  to  state  at  this  time  that  the  dtiairman  informed  me  this  noon  that 
he  was  not  aware  that  it  was  i^ced  In  his  hands  1^  any  asfmt  ot,  the  Federa- 
tion of  Farm  Bnreaa 

Mr.  Strong.  I  suggest  that  you  incorporate  the  entire  letter  in  your  remarks. 

:Mr.  Lyman.  Yes;  but  I  would  like  to  point  out  one  or  two  other  things.  I 
would  he  very  glad  to  do  that.  [Heading:] 

"Tile  Farm  Loan  Board  is  inclined  to  approve  the  measure  in  its  entirety." 

Now,  then,  referring  to  a  few  other  matters,  provisions  tor  permanent  organi- 
zation ai.d  increasing  the  loan  limit,  the  letter  says  that; 

It  appears  necessary  to  include  botii  these  provisions  in  order  to  secure  the 
adoption  of  either.*' 

Mr.  SrrsvKNSON*  What  are  those  two  provisions? 

Mr.  Lyman.  The  two  provisions,  Congressman  Stevenson,  are  the  provisions 
for  permanent  organization  with  the  control  with,  the  boftrd  and  for  increas- 
ing the  loan  l:mit;  and  the  letter  says: 

'*  It  api)ears  necessary  to  include  both  these  provisions  in  order  to  secure 
the  adoption  of  either." 

Thus  far  1  have  not  discussed  the  one  provision  that  took  up  so  much  time 
in  the  forenoon,  and  I  do  not  want  to  do  it  just  yet,  but  It  seems  to  me  timt  if 
a  person  did  favor  that  increase,  knowing  what  the  whole  bill  would  do,  it 
would  be  a  very  heavy  price  to  pay  to  allow  these  other  provisi<ms  to  go  throngli 
in  order  to  secure  the  increase  in  the  loan  Itoiit  That  is  all  I  would  like  to 
say  uhout  that  just  for  the  moment. 

i  might  also  add  that  tliere  is  another  release  of  the  Farm  Bureau  Federa- 
tii^n— I  have  not  the  exact  quotation,  but  any  one  can  find  it,  as  I  know  these 
printed  release  are  over  at  the  Agricultural  Department — that  refers  to  a 
meeting  which  the  farm  bureau  had  out  at  Chicago  with  this  banker,  George 
Woodruff,  I  have  referred  to.  For  the  last  two  or  three  years  these  bankers, 
many  of  them,  did  oppose  and  a  great  mass  of  the  banks  are  opposed  to  the 
form  loan  act,  and  have  been  trying  to  get  somebody  to  give  them  this  Al- 
tering wedge  into  the  system. 

I  want  to  point  out  what  that  means.  These  cooperative  associations  will 
be  liquidated,  and  I  have  shown  how  they  will  be  forced  to  liquidate.  I  want 
to  show  you  what  that  means,  having  in  mind  now  that  taking  their  place 
will  be  local  banks  and  local  money  lenders.  The  situation  is  just  as  if  at  the 
present  time  the  farmers  of  this  country  had  a  great  national  mutual  life 
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insurance  company  (we  will  take  as  an  example  the  Northwestern  Mutual 
Life,  of  which  I  am  a  policyholder),  in  which  they  owned  a  control,  and  the 
way  tiiey  have  of  voting  and  controlling  it  was,  we  will  say,  by  means  of  100 
or  a  thousand  voting  units;  and  tlien  all  of  a  sndd^  somebody  proposed  to 
tilminate  those  associations,  leaving  100,000  or  200,000  stocldiolders  to  go  mill- 
ing around  by  themselves.  As  a  stockholder  in  tlie  Northwestern  Mutual  Life  Co., 
theoretically  I  have  a  chance  to  exercise  a  vote  in  electing  officers  in  that  com- 
pany. In  practice  I  d«>  not  do  anything  at  tl:o  kind.  l)ecanse  it  would  be 
absurd  to  do  it.  I  am  not  in  touch  with  the  other  stockh(»hlers  an<l  in  no  way 
do  v/e  express  our  wisiics.  Louis  Rramleis  micrht  do  it  or  Sanmel  I'ntermyer 
might  do  It.  Witii  tlieir  great  resources  they  ini;:ht  work  ni>  a  Uglit  for  the 
policyholders  that  wanted  to  control,  but  a  person  like  myself  could  not  do  that. 

We  now  have  these  cooperative  national  farm  loan  associations.  Ttoe  law 
now  provides  for  them  to  vote  and  elect  permanent  directors,  and  this  bill 
provides  for  voluntary  liquidation,  and  provides  anothw  way  to  make  tlie 
loans ;  and  there  will  be  bankers,  some  lawyers,  some  life  insurance  people  to 
act  for  the  borrowers  when  what  they  need  is  the  present  association  to  act 
for  tl.em  in  expressing  tlu^r  v.ishes.  T  ask  you  this  question:  Suppose  you 
people  here,  having  the  weharo  of  these  farmers  at  heart,  wanted  to  get  in 
touch  witli  tlie  cooperative  tarnier  Uorrowers  and  tell  tlieni  that  by  a  little 
pressure  here  and  there,  hacking  yon  up.  lliat  yon  wouhl  bring  ihe  loan  rate 
down  another  per  cent.  A\'here  would  you  wrlteV  Y<m  would  write  to  those 
associations,  would  you  not?  Perhaps  if  you  were  wise,  yon  would  not  write 
to  the  secretary-treasurer  in  all  cases,  because  many  bankers  have  volunteered 
already  to  act  for  those  associations.  You  would  write  to  the  secretaries  and 
also  you  would  try  to  get  a  list  of  the  presidents  who  have  to  be  borrowers. 
You  can  do  that.   You  can  not  do  it  if  you  eliminate  those  associations. 

Suppose  you  send  out  an  appeal,  and  the  only  pers<^»ns  between  yon  and  the 
Federal  Farm  Loan  Board  and  the  12  land  hanks  and  the  farmers^  were  local 
bankers.  Do  yon  think  those  hankers  \\(mhl  call  attention  to  sitmething  that 
would  reduce  the  rates  of  inteiest  1  <»r  2  per  cent  more?  Do  yon  think  they 
would  bring  such  matters  up  at  the  stockholders'  meetings?  Mot  many  of 
them.  They  are,  by  this  bill,  going  to  destroy  the  machinery  whereby  ttiese 
fanner  borrowers  can  do  something  for  themselves  and  to  protect  themselves. 

Not  very  many  of  these  associations  know  what  the  effect  of  this  bill  wiU 
be,  because  the  Farm  Loan  Board  favors  this  thing;  the  Farm  Loan  B<mrd 
sends  out  letters  to  the  associations  as  often  as  it  wants  to.  It  has  money 
for  that  purpose;  it  uses  the  Governnient  frank.  No  individual  has  the  re- 
sources here  that  I  am  acquainted  with  who  has  both  the  means  and  the 
disposition  to  spend  .$1CMJ  or  .$200  for  letters  and  postage  every  time  the  board 
sends  out  something  that  we  believe  is  not  for  the  ultimate  interest  of  the 
'borrowers.  We  can  not  send  out  sucb  letters  because  the  cost  is  too  great 
And  if  you  eliminate  these  associations,  don't  you  see  the  co&t  wfU  tb^  be 
absolute  prohibitive? 

One  would  have  to  write  two  or  three  hundred  thousand  letters  direct  to 
the  borrowers  or  else  depend  on  the  doubtful  aid  of  the  prospective  agencies. 
I  am  aware  that  those  associations  are  not  going  to  be  eliminated  in  a 
minute,  hut  the  effect  will  he  to  make  them  liquidate  hereafter.  I  said  this 
morning  that  it  might  or  might  not  be  all  right  to  let  the  board  have  per- 
manent control.  I  want  to  change  that.  I  do  not  think  it  would  be  right  in 
any  event,  no  matter  if  those  men  were  all  perfect  men.  The  lavmialcers  who 
passed  this  act  provided,  for  majority  control  by  the  borrowers.  I  beUeve  th^ 
wljrii  to  encourage  self-help  and  not  build  up  bureaucracy. 

I  said  it  would  be  very  bad  if  it  were  true  that  the  Farm  Loan  Board  at 
the  present  time,  or  at  future  times,  were  opposed  to  the  cooperative  features 
of  the  farm  loan  act.  In  asking  your  questions  of  me  or  anybody  else  I  would 
suggest  that  it  would  be  important  to  satisfy  yourselves  whether  members  of 
the  Farm  Loan  Board  believe  in  the  principles  of  the  cooperative  features  of 
the  farm  loan  act.    Yon  understand  that  is  a  very  pertinent  question. 

If  they  do  not  believe  in  the  cooperative  features  of  the  farm-loan  act,  if 
you  find  they  have  hem  trying  to  eliminate  tb&se  national  farm-loan  assoda* 
tioas*  thai  is  it  not  pretty  good  evid^ce  to  you  that  if  tihey  etiould  get  per- 
manent control  of  th^  12  land  banks  tbat  they  will  have  the  means  and 
the  power,  and  will  exercise  it,  to  liquidate  these  associations  very,  very  fast? 

There  is  another  feature  T  want  to  bring  out,  and  that  is  that  the  Farm 
Loan  Board,  which  approves  of  this  bill,  believes  that  the  expense  of  the 
bureau  down  here  at  Washington  should  be  borne  by  the  borrowers.  That 
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feature  is  iu  the  bill  niid  it'  it  is  carried  out,  the  auditing  officials  of  the  Gov- 
ermuent  will  not  have  any  right  to  make  au  audit;  Congress  will  not  know 
vrMt  the  Farm  Loan  Board  is  dolBg  nor  what  the  farm  loan  system  is  about. 
The  Bureatt  of  the  Comptroller  of  the  Ctu?r^cy,  which  looks  after  the  naticmal 
banks,  is  supported  by  appropriati<ms  from  the  Government,  as  is  also  the 
Internal  Revenue  and  other  Bureaus  of  the  Treasury.  I  do  not  think  the 
farmers  are  askiuir  any  unusual  favors  when  they  want  to  permit  the  Govern- 
luent  to  take  care  of  the  necessary  expenses  o£  the  Farm  I<oan  Burea\i  dowa 
iiere  at  Wasliington. 

There  will  then  be  little  or  no  check  on  what  they  are  tloing;  nothing,  as  I 
see  it,  that  will  give  Congress  authority  to  look  into  the  affairs  of  this  board 
in  any  practicable  way.  The  same  preposition  was  made  ttiree  years  ago  by 
the  Farm  Loan  Board  and  defeated. 

There  is  one  point  that  the  Farm  Loan  Board  has  been  talking  about  a  great 
deal  for  several  years,  I  think  in  their  first  annual  report — Mr.  Flannagan  Is 
here  and  correct  me  if  I  -im  Avrong — the  board  came  out  in  its  tirst  annual  report 
and  said  that  it  did  not  really  believe  that  these  national  farm-loan  associations 
should  have  a  controlling  voice  in  the  affairs  of  these  12  land  banks,  and  even, 
raised  a  great  deal  of  talk  about  the  fact  that  the  buying  public  would  not  invest 
in  these  bonds  if  the  farmers  could  get  control  of  these  banks.  As  a  matter  of 
facty  all  these  bonds  have  been  sold  in  contemplation  of  the  actual  provision  of 
the  law,  that  the  farmers  would  control  these  banks.  It  was  aceidmtal,  per- 
haps, tiiat  that  amendment  was  imt  iato  the  law  here  four  years  ago,  whtcA 
has  tak^  away  temporarily  the  right  of  tl»  farmers  to  elect  six  out  of  nine 
directors.  It  is  hardly  possible  that  it  was  done  d^ttbwat^  in  order  to^ 
change  permanently  the  whole  principle  of  the  law. 

Now  the  board  says  that  the  public  will  not  invest  in  these  bonds  if  these 
farmers  have  six  out  of  nine  directors,  and  they  cite  an  instance  of  some  man  out 
in  the  Omaha  district  who  said  he  would  run  on  a  certain  ticket  when  the  time 
came  to  run,  to  wit,  that  the  farmers  morgages  should  not  be  foreclosed.  I 
suppose  they  have  other  statements  of  that  sort. 

I  want  to  show  that  tb^re^  is  an  analogy  and  a  very  close  analogy  brtwe^  the 
running  of  these  land  banks  and  ordinary  bank&  Take  the  regular  c^nmendal 
bank,  State  or  national  bank.  The  stockholders  elect  all  their  directors,  and 
yet  those  stockholders  controlling  that  bank  maybe  owe  the  general  public  eight 
or  ten  times  or  even  twenty  times  the  amount  of  their  capital  stock.  I  am  talk- 
ing now  of  the  general  depositors  who  have  put  their  money  in.  I  have  known 
of  a  bank  that  had  twenty  times  the  amount  of  its  capital  stock  on  deposit. 

We  concede  that  the  present  provision  of  the  law  is  all  right  that  gives  the 
Govemmrat  the  three  directors  out  of  nine;  and  I  think  in  practice  those  three 
men  appofti^ed  by  the  Farm  Loan  Board  will  be  v^  largely  the  men  who  have 
built  up  this  thing  to  its  present  point  I  think  in  practice  tbat  the  other  six 
directors  will  be  largely  bound  by  these  three  Government-aMMrfnted  directors* 
In  practice  I  think  that  Avill  be  tlie  effect  for  some  time.  The  time  may  come  wlien 
these  six  directors  will  become  thoroughly  acquainted  with  banking,  as  they 
should;  and  then  they  will  understand  whether  the  other  three  directors  have 
been  working  entirely  in  their  interest — they  may  or  may  not,  but  in  practice  I 
think  those  three  men  will  most  amply  protect  the  Government. 

But  that  is  not  the  only  protection  that  the  Government  has.  The  Govem- 
ment  and  the  bond  buy»  is  wonderfnlly  protected  now.  In  the  first  place,  the* 
Farm  Loan  Board  ai^nts  the  appraiser ;  no  loan  is  made  without  the  repwt  by 
the  Governmoit  appraiser  and  his  approval ;  no  loan  is  allowed  m  a  security 
for  a  bond  issue  until  the  Farm  Lo;»n  Commissioner  approves  of  it.  Every  safe* 
gnard  is  put  around  the  loan  at  the  low  rate  of  50  per  cent  of  its  appraised  valua- 
tion of  tlie  farm.  I  think  that  the  rate  they  can  loan  on  the  value  of  the 
Iniildin^is— 20  per  ceut  of  the  insurable  value — is  too  low  myself.  Every  proper 
I»rotection  t^xists  now,  and  bonds  can  not  be  issued  against  the  mortgages  with- 
out the  approval  of  the  Farm  Loan  Board  being  given  to  the  loans  pledged. 

The  commercial  banks  and  other  institutions  and  tinist  companies  are  allowed 
to  ^ect  all  of  tlieir  directors  and  control  tiNir  affairs  just  as  they  see  fit,  subject, 
of  course,  to  general  inspection  and  supervision  ffom  baift  examiners*  etc.  I 
tliink  certainly  that  these  fanner  stockholders  who  own  about  90  per  cent  <rf  (3le 
stock  in  the  12  Federal  land  banks  should  be  entitled  to  do  just  whftt  the  law 
says  they  shall  do — have  their  six  out  of  nine  permanont  dir'^ctors. 

The  Strong  bill  says  the  other  thing— gives  the  board  an  easv  way  to  select 
four  out  of  the  seven  directors.  That  is  one  of  the  things  that  the  National 
Boai  d  of  Farm  Organizations  has  been  protesting  against  right  along.  The 
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National  Grange,  in  a  resolution  which  I  shall  Introduce,  went  on  record  out 
at  Its  meeting  in  Portland,  Oreg.,  last  year  asking  that  these  permanent 

directors  should  be  elected  as  the  law  originallv  provided 

*Ki- Km  ^^.^.^^^i^^i^^t  tliat  I  ca^^  see  it  would  be  a  great  mistake  to  pass 

this  btU  in  its  entirety  or  in  anything  like  its  entirety. 

Aa  to  oneof  the  provisions  which  the  Farm  Loan  Board's  letter  savs  should 

ffni5wi^n**^L?^*^i.i^^  CJongress-that  is,  to  increase  the  loan  from 
$10,000  to  $20,000  or  $25^000-1  would  say  that  that  matter  h^is  been  discussed 
up  and  down  in  our  board  meetings,  and  while  there  is  a  minority  sentiment 
S'^'nnn  opposite  position,  still  we  have  declared  in  favor  of  the 

$-5,000  increase.  So  that  tsom  our  position,  as  previoTOiy  declared,  we  should 
favor  the  increase. 

But  that  does  not  mean  that  in  order  to  get  it  through  we  are  willing  to  let 
this  whole  cooperative  system  be  overthrown ;  that  is  a  fearful  price  to  pay 
We  believe  that  the  matter  of  the  increase  should  stand  on  its  feet  and  be 
presented  and  voted  on,  and  not  put  into  a  bill  which  is  backed  by  loaninc: 
ag^cies  who,  in  the  first  histance,  were  opposed  to  the  Federal  farm-loan 
system.  ■ 

There  are  a  good  many  other  things  I  could  go  ahead  on,  but  I  am  going  to 
close  now,  and  if  there  are  any  questions  I  will  try  to  answer  them. 

In  looking  over  this  whole  matter  I  am  really  amassed  that  Congress  ever 
enacted  a  law  so  liberal.  It  is  so  far-reaching;  it  contemplates  such  a  won- 
derful  benefit  for  American  agriculture.  When  we  get  wonderful  things  for 
American  agriculture,  we  have  to  get  up  awfully  early  in  the  morning. 

When  the  present  administration  gets  something  as  good  as  this,  when  our 
worthy  firman  here  is  successful  in  getting  an  actual  farmers'  representative 
<m  the  Federal  Reserve  Board— or  not  only  one,  but  two  or  three  farmer- 
mmded  people  on  the  Fedwal  Reserve  Board,  or  something  of  that  sort— then  I 
thlnlt  they  can  congratulate  themselves  Just  as  much  as  the  other  administra- 
tion that  put  through  tills  wonderful  forward  looking  act 

Mr.  Strong.  You  know,  do  you  not.  Mr.  Lyman,  that  the  only  thing  that  Is 
preventing  the  appointment  of  a  fanner-minded  man  is  disagreemait  amonr 
the  farm  organizations,  do  you  not? 

Mr  Stevenson,  That  is  just  what  I  want  to  get  a  little  inside  information 
on.  When  are  we  going  to  get  an  agricultural-minded  man  appointed,  when  he 
has  been  provided  for  nine  months? 

Mr.  Stsong.  When  somehody  can  suggest  a  man  that  the  farm  organizations 
can  unite  on  and  approve  of. 

Mr,  WiNGo.  I  understand  your  organization  is  In  favor  of  that  feature  of  the 
bill  on  the  maximum  amount  of  the  loan,  ralshtig  it  to  S25,000? 

Mr.  Lyman.  Yes,  sir. 

Mr  WiNGo.  But  your  chief  objection  is  to  the  reorganization  provisions 
which  you  contend  are  so  framed  that  it  will  not  only  mean  that  the  system 
will  have  its  directors,  the  majority  of  them,  appointed  not  bv  stockholders 
but  by  the  Government  board,  and,  in  addition  thereto,  that  the  natural  evolu- 
tion of  this  bin  providing  for  the  voluntary  liquidation  mav  mean  the  destruc- 
tion of  the  coopmitive  feature  of  the  present  law,  and  will  have  a  tendency 
to  put  the  local  administration  and  the  distribution  of  the  benefits  of  the  act 
into  the  hands  of  those  who  sincerely  doubt  the  ^fisdom  of  the  original  act 

Mr.  Ltman.  Yes,  sir ;  and  along  with  that  the  big  tMng  which  I  wish  the 
committee  would  bear  in  mindr-ilie  biggest  thing  of  all,  as  I  see  It— is  that  If 
we  can  hold  to  what  we  have  got  Wft  are  going  to  get  this  iiM»«8t  rate  dowir 
much  lower  than  it  is  now. 

Mr.  WiNGO.  Your  theory  is  that  by  developing  the  system  of  cooperative 
credits  in  this  country  that  it  will  strengthen  those  credits  and  will  thereby,  as 
a  business  proposition,  reduce  the  interest  rate? 

Mr.  Ltkan.  Yes,  sir;  that  is  it  exactly.  We  have  now  these  farmer  stock- 
holders owning  871  per  cent  of  this  stock.  The  total  stock  is  around  $36,000,000, 
m  round  numbers,  and  then  there  are  several  milllim  dollars  undivided  divi- 
dends that  belong  to  these  stockholdtfs*  That  $36,000,000  has  come  about  ta 
a  comparatively  short  time,  with  the  hoard  or  system  not  functtonltag  very  welL 
If  tliey  can  build  up  $36,000,000,  which  is  back  of  the  bond  issue* as  secnrity, 
what  can  they  do  bye  and  bye  with  $50,000,000  or  $100,000,000? 

Mr.  Stevenson.  The  objection  is  made  to  leaving  the  control  with  the  asso- 
ciations that  they  will  not  act,  that  they  can  not  get  action  oat  of  them;  What 
have  you  got  to  say  about  that? 
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Mr  Ltman.  I  have  no  doubt  that  some  of  those  national  farm  loan  associa- 
tions are  not  very  responsive,  but  I  know  that  a  great  many  of  them  are.  I 
know  that  800  national  farm  loan  associations  are  against  this  bill. 

Mr.  Strong.  How  many  are  there?  . 

Mr  I.YsrAN.  There  are  4,000.  How  do  I  know  that  800  are  against  this  bill? 
Because  when  the  Farm  I.oan  Board  made  its  report  about  a  year  ago,  that 
report  contained  practically  everything  that  is  in  this  bill,  and  Senator  Plet^er 
sent  out  a  questionnaire  to  these  4,000  national  fttrm  loan  associations, 
what  they  thought  of  these  varions  recommendations  of  ttie  Farm  Loan  Board, 
and  I  think  it  was  a  very,  very  line  thing  that  in  answw  to  a  muoeograpp 
questionnaire  800  of  these  assodlatiLons  should  write  back. 

Mr.  Stbono.  Out  of  4,000? 

Mr.  Lyman.  Out  of  4,000.  I  think  that  is  a  higher  percentage  than  any 
farm  organizations  could  show,  unless  it  is  something  analogous  to  ringing  out 
a  fire  department.  Eight  hundred  out  of  4,000  is  a  very  large  percentage  in 
answer  to  a  mimeograph  letter. 

Mr.  WixGO.  How  many  of  them  approved  it?         .  ^     ^  ^  _.   .     , , 

Mr.  Lyman.  Mr.  Flannagan  has  those  letters  up  in  bis  offlee,  but  I  snoaia 
say  not  over  20  approved  any  of  the  suggestions. 

Mr.  Win  GO.  And  the  rest  of  them  did  not  answar? 

Mr.  Lyman.  The  rest  of  them  did  not  answer. 

Mr.  Stbong.  Did  that  anestiounaire  go  to  the  whole  $4,000? 

Mr.  LYXfAX.  Yes.  .      ^       ^,  ,. 

Mr  Stf\  Exsox.  I  would  suggest  this :  We  are  considering  here  the  question 
of  taking  from  the  people  who  are  the  owners  of  this  institution  its  control? 

Mr.  Lyman.  Yes,  sir.  ,  ^ 

Mr  SiKVExsox.  We  are  doing  that  on  the  theory  that  they  will  not  exercise 
their  control  and  exercise  their  rights.  Up  to  this  time  they  have  never  liad 
an  opportunity.  There  may  be  a  necessity  for  it,  and  I  am  not  committing 
myself  to  being  against  it,  but  up  to  this  time  they  have  never  had  that  right. 
Now,  the  question  with  me  is  whether  we  shall  go  ahead  and  extinguish  the 
right  before  we  have  ever  civen  them  a  riglit  to  oxercise  it,  and  say  we  are 
extinguishing  it  because  they  luive  not  done  what  we  liave  not  given  them  the 
power  to  do.    That  is  the  situation  that  is  bothering  me  about  tliat  teature 

of  it.  „    ^     .  ^ 

Mr.  LYir.xx.  I  think  tliat  is  a  very  excellent  point. 

Mr  Stevenson.  When  it  comes  down  to  the  question  of  whether  I  will  recog- 
nize a  real  right  or  refuse  to  recognize  It  my  tendency  is  always  to  recognize 
control  in  the  people  who  own  the  thing.  ,  , 

Mr  Ltman.  I  wonder  if  the  Farm  Loan  Board  here  at  Washington  had 
believed  in  the  National  Farm  Loan  Association,  whether  it  would  not  have 
made  some  difference  in  the  interest  taken  by  these  associations. 

Mr  Stevexsox.  There  is  one  other  question  I  want  to  ask.  You  stated  that 
the  Commercial  Bank  was  pressing  this.  They  and  their  employees  would  be 
the  direct  agents— the  go-betweens— between  the  banks  and  the  borrowers  If 
the  associations  were  eliminated? 

Mr.  Lyman.  Yes,  sir.  ,  -.x 

Mr.  Stevenson.  Has  that  got  any  connection  with  paragraph  (d),  page  15, 
section  5,  of  this  bill?  You  will  notice  they  have  added  there,  "  To  liquidate 
Indebtedness  of  the  owner  of  the  land  mortgaged."  I  have  had  complaints  by  a 
good  many  banks  who  had  lands  mortgaged  up  to  them  that  they  would  go 
ahead  and  help  this  fellow  get  a  loan  on  his  land,  and  found  when  they  got  it 
that  they  could  not  use  it  to  pay  their  debts,  because  it  did  not  correspond 
with  the  provisions  of  the  law,  which  means  tliat  they  will  buy  an  automobile 
to-day  and  to-morrow  they  get  a  loan  from  the  farm  loan  bank,  being  a  debt 
of  $1,000  for  the  automobile,  and  take  it  and  pay  for  the  automobile. 

Is  that  one  reason  that  the  commercial  banks  are  behind  this  bill;  do  you 
think  that  has  got  anything  to  do  with  it? 

Mr.  Lyman.  I  had  not  looked  at  it  from  that  angle.  I  would  not  be  sur- 
prised to  find  most  anything  in  this  bill.  I  think  it  is  one  of  the  moat 
adroitly  drawn  bills  I  have  seen  in  a  long  time. 

Mr.  Stevenson.  That  would  have  been  rather  a  persuasive  reason  to  a 
banker,  would  it  not? 

Mr.  Lyman.  Yes,  sir. 

Mr.  Steagael.  I  feel  sure  of  one  strong,  controlling  thought  with  you  In 
your  attitude  toward  this  legislation  and  toward  this  whole  matter  of  fann- 
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loan  credit  is  the  purpose  and  hope  of  reducing  the  Interest  rate  ultimately 
on  agricultural  credit? 

Mr.  Lyman.  Yes,  sir. 

Mr.  Steagall.  Whni  do  you  think  would  he  the  i>esl  polii-y  ;ir  that  point — 1 
mean  with  regard  to  its  elTec-t  on  coutiinuMl  ro<hiction  in  the  iut(M*<»st  rate — 
in  phn^inj:  control  in  the  hands  of  the  (joverninent  or  in  tlie  hands  of  the  Farm 
Loau  Board,  as  provided  in  thi^^  bill,  as  again.st  taking  over  the  system  by  the 
borrowers  or  owners? 

Mr.  Ltman.  I  thhik  that  if  the  borrowers  elected  their  permanent  directors 
and  get  into  this  game  and  l>ecome  a  part  of  the  system  and  not  just  merely 
figureheads  that  have  to  carry  out  orders  from  up  here,  their  ehance  of  getting 
this  low  interest  rate  is  most  excellent.  I  have  no  doui)t  that  they  will  not  get 
it  if  the  Farnj  Loan  I5oard  permanently  eontrols,  an<l  if  the  Farm  Loan  Boanl 
does  not  have  a  very  lieneficent  attitude;  in  other  words,  if  it  does  not  change 
a  whole  lot,  I  do  not  believe  that  the  farmer  will  get  that  low  rate  of  interest. 

Mr.  Steagall,  Do  you  uot  think  the  investor  will  have  more  confidence  in  the 
farm-loan  system  if  this  control  retained  in  the  hands  of  the  Government 
initially  linked  onto  the  Government  as  It  is,  than  if  the  borrowers  take  com- 
plete control  of  the  organisation? 

Mr.  Ltman.  No,  sir;  I  do  not  I  have  the  opposite  feeling,  because  these  co- 
operative borrowers  in  the  farm-loan  associations  come  from  a  neighborhood. 
They  knoAv  each  other  and  they  know  of  each  other's  nior;;l  worth.  Thnt  is 
the  bottom  of  all  cooperative  eretlit,  whether  p(M'>>onal  or  lon;:-time  cre<h't.  Yon 
will  find  that  thinjr  very  al>ly  set  forth  in  tlie  rei»ort  of  the  American  or  I'liited 
States  commission  that  wt^nt  ahro.-id :  and  I  think  that  tht^  Joint  liability  of 
these  borrowei's  and  tlies(^  associations  and  the  fact  that  the  laud  banks  are 
behind  every  loau  will  bring  the  lower  rate  of  interest,  flian  If  the  Govei*nmCTt 
dominates,  because  If  the  Government  has  perpetual  control  what  does  that 
mean?  That  meana  that  they  are  political  appointees. 

Mr.  S^AOAix.  Win  not  the  United  States  to  which  you  refter  continue  just 
the  same  imder  the  policy  of  li^piiig  control  In  the  hands  of  the  Federal 
board? 

Mr.  Lyman.  No,  sir;  1  do  not  think  the  security  is  anywhere  near  as  good. 
I  think  that  T  can  show  that  to  you  in  a  statement  which  has  beeu  prepared 
right  here.    I  want  to  read  a  paragraph  from  an  analysis  of  this  bill. 

Mr.  Steagall.  Just  a  moment  there.  You  are  speaking  uow  of  the  effect  on 
the  associations  that  will  be  brought  about  by  the  combined  influences  of  this 
bill,  are  you  not? 

Mr.  Ltman.  Yes. 

Mr.  Steagall.  Well,  I  am  talking  solely  with  reference  to  the  matt^  of  con- 
trol of  the  directors. 

Mr.  Lyman.  I  have  pointed  out  some  of  the  things  that  will  probably  hap- 
pen if  the  board  gets  permanent  control.  This  bill  provides  centralized  bond 
selling  organization.  There  is  nothing  to  prevent  certain  bon<ls  being  sold  to 
the  exclusion  of  other  bonds  in  other  land-bank  districts.  That  is  one  thing  that 
1  think  can  happen  under  the  bill  as  it  is  woriled  at  the  present  time. 

Mr.  Stkong.  Mr.  Lyman,  you  started  to  refer  to  an  analysis  of  the  bill. 

Mr.  Ltman.  Yes.  I  am  looking  now  for  a  part  here  which  will  answer  his 
question. 

Mr.  Strong.  Who  Is  that  analysis  by? 

Mr.  Ltman.  I  have  got  several  analyses  here.  One  is  by  Mr.  Flannagan,  who 

is  to  speak  and  appear  here  against  the  bill,  as  I  understand  it. 

Another  is  by  Mr.  Manson,  the  attorney  for  the  national  farm-loan  associa- 
tions, of  which  Mr.  Flannagan  is  the  general  agent,  and  I  suppose  he  will  either 
file  these  with  you  or  else  get  up  himself  and  go  into  this  whole  matter. 

Mr.  Strong.  You  started  to  read  some  paper.  I  just  wondered  if  that  was  the 
one  he  had  in  his  hand. 

Mr.  Stbagaix.  If  the  gentlemen  will  permit  me.  I  am  not  attempting  to  com- 
mit myself  to  the  general  or  differwt  provisions  of  this  bill,  nor  to  the  point 
which  I  am  asking  you  about.  But  the  thought  occurs  to  me  that  It  might  be 
well  considered  whether  or  not  it  is  wise  for  the  farmers  of  the  country  to  be 
insisting  upon  separating  themselves  from  the  Government  and  Government 
control  of  this  institution.  But  if  I  had  a  chance  to  form  a  business  partner- 
ship with  the  Government,  I  would  hook  up  with  them,  except  as  a  Member 
of  Congress,  which  everyone  agrees  is  not  a  money-making  proposition. 
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Mr.  Lymax.  I  have  already  pointed  out  that  the  Farm  Loan  Board  has  sole 
and  final  authoi-ity  to  pass  upon  the  security  of  every  loan. 
Mr.  Strong.  After  the  loan  is  practically  made? 

Mr.  Lyman.  When  the  application  comes  In  and  the  Farm  Loan  Board  has  its 

own  appraisers  out,  it  gws  through  the  hands  of  those  appraisers,  who  look 
over  the  land  and  make  their  report.  The  farm  loan  commissioner  has  au- 
thority noAV  to  turn  down  any  application ;  is  that  not  true,  Mr.  Flanuagan? 

Mr.  Flanxagax.  Only  when  offered  as  security  for  a  bond  issue* 

Mr.  LvAtAX.  Thar  is  what  I  am  talkiTi.u"  about. 

Mr.  Stuoxg.  r>ut  they  can  niak(^  the  loan  and  j)art  with  the  money  before  the 
Farm  Loan  Board  lias  any  opportunity  to  condemn  the  loan;  they  only  pass 
upon  it  when  the  loan  presented  is  security  for  n  bond  issue? 

Mr.  Fi^ANNAOAN.  They  can  not  make  a  loan  unless  the  Government  appraiser 
am^roves  it 

^Ir.  Stevenson.  Does  not  the  commissioner  of  the  Farm  Loan  Board  pass  on 

the  loans? 

Mr.  Stkoxg.  Not  until  they  are  pi-eseuted,  as  1  understand  it,  as  security  for 

bond  issues. 

Mr.  Stkvknsox.  Well,  the  statement  was  made  here  this  morninir  that  the 
Federal  agency  passed  on  loans.  I  did  not  take  a  look  at  the  act — there  are  so 
many  of  those  provisions. 

Mr.  Steagajx.  I  really  do  not  think  he  does, 

Mr.  Strong.  When  the  appraiser  passes  on  It  and  it  is  approved  by  the  farm 
loan  associations  and  tlie  hanks. 
Mr.  Stevknson.  And  the  director  of  the  bank? 

Mr.  Strong.  Yes. 

:Mr.  Stka(;all.  lUit  the  Farm  Loan  Board  does  <letermine  the  policy  witb 
reference  to  the  issuance  of  bends  bused  on  tliese  securities? 
Mr.  LY^fAX.  That  is  what  I  intended  to  say. 

Mr.  AVixGO.  In  other  A\ords,  your  l)anks  pass  upon  the  eligibility  of  the  se- 
curity smt  In  as  collateral  trust  to  support  the  bond  Issue? 
Mr.  Lyman.  That  is  right 

Mr.  Stsagaix.  And  your  point  is  they  will  continue  to  hold  that  to  cover  the 
loan  In  the  hands  of  tlie  borrower? 

:Mr.  Lymax.  (^ertainly :  regardless  of  ti  e  directorates  of  these  12  land  banks. 

Mr.  AVixoo.  This  tliMuirht  or-ours  to  me :  1  liave  doubted  heretofore  the  wisdom 
of  raising  the  maxinuun  limit  for  two  l>asic  reasons.  But  in  your  fears,  say, 
about  the  treiul  of  the  system,  if  tlte  i»ther  provisions  of  tlie  bill  should  be 
enacted,  would  not  the  raisin.c:  of  tlie  maxinuun  at'centuate  the  very  evil  of 
which  you  complain?  Would  not  the  natural  tendency  of  the  men  who  have 
the  viewpoint  sincerely— and  you  say  they  have,  which  is  contrary  to  the  origi- 
nal philosophy— he  to  teke  prime  loans  represented  by  the  larger  loans  and  to 
have  less  ^tliusiasm  for  the  loans  down  to  the  man  in  economic  distress? 

Mr.  Lyman.  I  can  see  where  ft  might  have  some  effect  right  at  the  start. 
I  can  see  where  a  lot  of  the  smaller  prospective  borrowers  nn'ght  have  to  wait 
just  a  little  lon.2:ei'.  liecanse,  of  course,  if  a  lot  of  these  big  loans  were  made 
that  would  swell  the  volume  of  tlie  bonds  that  would  hnve  to  be  issued,  Imt  it 
seems  to  me  that  wiili  the  .general  publie  realizing:  the  security  back  of  these 
bonds  and  buying  them  as  readily  as  they  have  bou.u'ht  them,  that  it  will  noi 
be  very  long  before  we  will  catch  up  with  the  needs  of  these  borrowers, 
whether  the  $10,000  borrower  or  smaller  borrower,  or  whether  it  is  the  $25,000 
borrower ;  and  then  as  the  other  farmers  whose  loans  have  been  made  through 
private  agencies  fall  due  it  seems  to  me  that  we  will  be  able  to  catch  up  and 
supply  these  bonds  just  about  as  fast  as  the  need  arises.  I  will  concede  that 
for  a  while  it  mijrht  be  possible  that  some  of  the  smaller  borrowers  mi^ht  not 
get  their  money  just  ns  quickly  as  they  slamld,  but  I  tliinlc  that  all  the  farms 
of  this  country  that  ne^'d  to  be  mort.L;a.ued  l)y  the  farmers  can  come  in  muler 
this  system  in  a  very  short  time,  because  the  public  is  educated  to  it,  and  the 
public  is  educated  to  the  fa<-t  that  eventually  these  12  hind  banivs  are  to  be 
controlled  by  the  borrowers.  They  have  known  that  right  along.  It  is  in  the 
law,  and  I  do  not  suppose  the  Farm  Loan  Board  has  given  any  guaranties 
to  the  investing  public  that  it  is  going  to  get  this  law  changed.  I  do  not 
believe  they  have  gone  that  far.  The  buyers  have  bought  these  bonds  seeing 
the  law  as  it  is,  and  they  iKiuirht  them  at  a  premium,  and  they  snapped  them 
up  In  an  hour  or  two  during  the  mle  of  tlie  last  l^ue. 
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Mr.  Stuo^'G.  Mr.  Lyman,  do  you  seriously  believe  ihat  the  investin.i^  public, 
the  bond  buyers,  have  known  that  these  banks  would  eventually  be  taken  over 
by  the  farm  loan  associations  and  controUeti  by  the  bonowersV 

Mr.  Ly>[an.  I  certainly  think  that  these  big  bond  houses  know  exactly  w  hat 
they  are  doing.  They  certainly  have  known  that,  and  the  only  possible  thing 
would  be  that  the  Farm  Loan  Board  lias  assured  them  that  that  thing  shall 
never  be  operated? 

Mr.  Stbong.  Why  should  the  Farm  Loan  Boai-d  assure  them  that  it  shall 
never  be  operative— because  they  thou^t  it  would  increase  the  value  of  tlie 
bonds  by  giving  that  assurance? 

Mr.  LymaW-  That  is  too  absurd  to  think — — 

Mr.  Strong  (interposing).  You  su.i^gested  it  yourself. 

Mr.  LvitAN.  I  said  it,  but  I  did  not  suppose  it  would  be  taken  stu-iuusiy, 
because  I  can  not  conceive  of  a  b^nird  which  is  sw<n-n  to  do  its  duty  and  to 
administer  the  act  that  went  thi'ou^h  after  as  nmch  travail  as  the  Federal 
farm  loan  act  going  so  far  out  of  its  province  as  to  promise  that  the  law  would 
be  changed.  That  is  not  my  conception  of  the  duties  of  a  Government  boards 
to  guarantee  that  they  are  going  to  change  a  law  which  they  are  sworn  to 
administer,  and  I  think  it  would  be  rather  an  insult  to  the  board  if  I  advanced 
that  idea  seriously. 

Mr.  Stbong.  You  did  not  intend  what  you  said  to  be  taken  seriously? 

Mr.  Lyman.  I  raised  that  as  the    horn  of  a  dilemma." 

Mr.  Stkong.  No  insult  was  intcndeil.  Mr.  Lymau.  ('X<'e]>t  i  thought  your 
testimony  before  this  committee  was  intende<l  to  l)e  taken  serionsly. 

Mr.  Lyman.  I  simi^ly  said  yon  would  liave  to  take  one  horn  or  the  other. 
The  bond  buyers  either  laiow  tiie  law  and  have  bought  with  their  eyes  open  hi 
contemplation  that  the  directora  will  be  elected  by  the  majority  of  the  farmers 
or  else  they  have  said,  "  We  are  not  afraid  that  this  control  wMl  ever  be  given 

to  the  stockholder^!-** 

Mr.  Stbong*  I  just  wondered  if  yon  thought  the^boad  t»uyws  1ml  c^mskiarea 
the  various  phases  of  ibis  law  or  had  ever  read  it? 

Mr.  Lyman.  I  simply  know  the  bond  bu^  ers  have  Uieir  eyes  open ;  they  are 

nobody's  fool. 

WiNco.  :\lay  1  ask  a  question? 
:\Ir.  StroN(;.  (UM'taiidy,  Mr  Wingo. 

Mr.  Wingo.  We  were  discussing  the  tendency  tliat  might  arise  in  raisuig  a 
maximuui  amount— with  the  banks  and  the  agents  to  put  in  the  major  part  of 
their  efforts  in  connection  with  tlie  larger  the  prime  levins,  to  the  neglect  of  the 
suMll  loana 

Thiere  has  been  another  objection  that  has  been  raised  here.  You  understand, 
I  am  simply  presenting  the  objection,  and  it  does  not  mean  that  I  indorse  it. 
It  has  been  suggested  that  even  now  the  local  associations  not  only  are  not 
active  and  do  not  meet,  but  that  there  is  a  tendency  among  a  lot  of  them  to 
say  that  they  will  oi:)pose  the  grantini:  of  these  smaller,  less  favorable  loans, 
because  of  tiie  cooperative  liability ;  that  they  have  an  idea  that  the  liability 
is  greater  than  it  is;  and  that  in  a  given  community  those  who  want  the  prime 
loans  will  get  together  and  organize  an  associaticm,  that  they  will  take  care 
of  all  the  prime  loans  in  the  community  and  then  they  will  lose  interest  and 
will  not  even  meet  to  pass  or  consider  some  less  favored  farmer  who  wants  to 
come  in.  That  is  one  objection  that  has  been  raised  to  the  local  farm-loan 
a^ssociationL 

Now,  if  you  increase  the  maximum,  will  you  not  add  to  that  tendency,  if  it 
does  exist,  of  having  the  larirt^  plantation  owners  in  the  Cotton  Belt  and  the 
larue  wheat  farmers  in  the  wheat  belt  and  the  large  corn  growers  in  the  Corn 
Belt  just  saying,  "  Well,  we  are  in  here  in  this  local  association,  and  we  have 
a  certain  amount  of  liability  as  stockholders,  and  we  do  not  wmt  these  Uttte 
loans  tihat  are  not  gilt-edged  from  the  standpohoit  of  the  bond  purdhasers  to 
come  in  and  interfere  with  us."  Would  not  tUat  have  a  tendw<7  to  prevent 
the  working  of  your  cooperative  association? 

Mr.  Lyman.  Well,  it  might,  and  it  might  not. 

Mr.  WiNGO.  You  catch  the  point  I  have  in  mind? 

Mr.  Lyman.  Yes.  I  am  trying  to  answer  it  thoroughl5^  I  can  say  that 
some  of  these  farm-loan  associations  stand  in  need  of  the  more  varied  business 
experience  that  some  of  the  larger  farmers  of  their  communities  have,  who 
are  now  excluded  from  the  affairs  of  those  aasociations. 
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Cooperation,  as  you  all  know,  means  that  usually  a  few  people  have  to  bear 
the  brunt  of  work  at  the  start ;  and  we  have  got  one  or  two  outstanding  people 
in  every  cooperative  association,  and  usually,  at  the  b^inning  at  least,  until 
tl»e  neiixliborhood  gets  educated  to  the  need  and  value  of  cooperation,  these  few 
do  more  tlian  tlieir  share  in  creating  or  maintaining  interest.  Some  of  tliose 
bigger  farmers  would  do  that;  some  would  not,  because  the  big  farmers  ordi- 
narily are  not  so  farmer-minded  as  the  little  farmer,  although  that  is  not 
always  the  case, 

Mr.  WiNQO.  You  think,  then,  that  Instead  of  accaituating  the  difficulty  the 
local  community  would  have  the  benefit  of  the  judgment  and  wisdom  of  these 
larger  farmers? 

Mr.  Lyman.  I  think  it  would  about  balance.  I  think  one  reason  why  the 
farm-loan  associntions  have  not  functioned  100  per  cent  at  first  is  the  inherent 
difficulty  of  teaching  cooperation.  We  have  been  at  it  a  comparatively  ^hort 
time  in  tliis  country.  I  think  that  it  will  help  a  whole  lot  if  the  Farm  Louu 
Board  \v<»nl(l  hammer  home  some  of  the  value  and  benefit  of  coopei'ation. 

Out  ut  ^Madison,  Wis.,  in  1914  or  1915 — I  do  not  remember  just  when  it 
was — I  recall  the  Farm  Loan  Board  came  out  there,  after  the  law  had  just 
been  enacted,  and  I  was  representing  the  Equity  Society  in  Wisconsin — as 
chairman  of  the  State  legislative  coxomittee  of  the  Bquity — and  I  attended 
this  hearin;?,  and  I  was  very  much  pleased  at  what  Ck>mmi8Sioner  Norris  said 
at  that  tinie.  He  stated,  in  substance,  "these  farm-loan  associations  are  i;oing 
to  hpcome  tlie  nuclei  for  cooperative  effort  in  other  directions."  It  is  my 
understanding  that  Mr.  Quick,  who  was  at  that  time  a  member  of  Uie  Farm 
Loan  Board,  saw  great  opportunity  to  spread  local  cooperation  through  these 
national  farm-loaii  associations. 

I  think  that  when  meiiilteis  of  the  board  openly  declare  <lown  here  at  Wash- 
ington, and  have  so  declared  several  years  that  they  are  utterly  opposed  to  the 
national  farm  loan  associations^  it  is  not  giving  the  thing  a  right  chance, 
because  if  th^  are  ntterly.opposed  to  it  and  have  pledged  themselves  either 
to  eliminate  these  cooperative  associations  or  else  resign  from  the  board,  I 
not  think  that  they  are  giving  the  farmers  <rf  this  country  an  owKwrtunity  to 
function  as  cooi^erators  in  mortgage  credit. 

There  is  another  thing:  A  lot  of  the  local  banker^,  sume  hiwyers.  a  l<*t  «»f 
<  uiiitrry  aircnts  lice!!  act  lug  as  local  secretaries.    Some  of  these  pi^o|>le 

are  perfectly  splendid;  the  majority  of  them  are  taking  their  cue  fi'um  down 
here  at  Washington. 

Up  in  New  Rogland  the  county  agents  are  not  giving  much  cooperation. 
There  are  a  lot  of  them  there  that  act  as  secTetary-ti*eas.urers.  You  will  find 
in  your  own  State  of  Kansas,  I  think  ]f  you  look  into  the  matter,  that  many  of 
these  secretary-treasurer  are  not  farmers,  did  not  help  to  get  the  farm  loan 
act  passed,  but  we  were  opposed  to  the  farm  loan  act  at  the  time,  and  that 
tinally,  when  they  saw  the  thing  was  here  they  adapted  that  celebrated  i>hin 
that  a  certain  gentleniar.  has  adopted  to  b(jre  iVom  witlnii."  Tli-ere  is  ab- 
solutely no  question  about  that,  and  witli  some  of  the  members  of  the  board 
openly  declaring  down  here  in  Washington  that  they  would  eliminate  Uie 
national  fann  loan  associations  or  resign,  I  say  that  they  have  not  given  a  fait 
chance  to  these  associations. 

Mr.  Stevketson.  We  were  not  aware  that  such  declarations  had  been  made. 
Do  you  mean  to  say  that  the  board  

Mr.  Lyman  (inter])osing).  I  mean  to  say  some  ui^bers  of  the  board. 

Mr,  Strong.  What  members? 

^Fr.  T.YMAX.  Judge  Lobdoll  is  one  of  tboiii.  Judge  Lobdcll  is  the  farm  loan 
coMunis^ioncr  niu\  the  lunid  of  the  systom,  Judgf*  Slrong  told  ipc  that  lu'  dhl 
not  IviiMV  ,hdL'e  Lobdell,  only  had  mot  him  two  <n-  three  times;  lio  suid  bo  be- 
bmuied  to  ;i  difforent  whig  of  the  I>arty.  I  said:  "What  iloes  that  mean;  the 
juHijO'Cssive  wing?  "   *'  Yes." 

Mr.  Stkagaix.  I  did  not  know  that  party  had  a  wing. 

Mr.  Stbong.  I  do  not  object  to  your  quoting  me  if  you  quote  me  correctly. 
Mr.  Lyman.  I  want  to  do  it  most  sincerely. 
Mr.  Strong.  Ton  certainly  are  not  doinja;  it. 

Mr.  LY>rAx.  T  nmst  humbly  apologize  with  a  smile  on  my  face  if  you  have 
been  misquoted  by  me. 
Mr.  Strong.  I  certainly  have. 

^Ir,  Stkvensox.  Mv.  Lymon.  you  have  t^one  pretty  tlK»rimghly  over  this  hill. 
I  want  to  ask  you  one  or  two  questions  about  these  new  organizations.  In 
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the  first  place,  do  you  not. think  the  central  "«elling  system  for  seUhag  all  the 
bonds  would  be  sdme  improvement  over  the  present  method  of  it? 

Mr.  Ltmah-  That  is  what  we  have  had  up  to  the  present  time.  Congress- 
man, because  these  12  land  banks  have  surrendered  voluntarily  their  right  to 

sell  these  bonds. 

Mr.  Stkvenson.  That  seemed  to  become  necessary  in  order  to  get  the  bonds 

selling,  did  it  not?  ^     .  ,  ^ 

Mr,  I-YMAN.  I  do  not  know  the  reasons— I  think  not  I  thmk  that  these 
bomls  should  have  become  popularized  to  a  greater  extent  right  out  in  the 
local  communities. 

Here  is  a  pohit  to  bring  to  your  attention :  The  law  provides  that  a  farmer 
who  wants  to  get  a  loan  eitluM-  has  the  ri-ht  to  take  the  money  nnd  mortijaire 
his  farm,  or  else  take  the  bonds  and  find  his  buyer— thnl  is  specific  in  tlie  law. 
I  do  not  think  there  is  any  question  nhont  it  beintr  snecUically  in  tlie  la\v. 

Mr.  Stkvenson.  Your  Uh^i  would  ho  to  let  him  take  the  h(»nd  and  sell  it? 

Mr.  Lymax.  I  do  not  know  ho\v  ueneral  that  should  he,  hut  I  do  know  that 
we  have  received  letters  from  a  numl>er  of  borrowers  who  have  said  in  sub- 
stance that  thev  have  had  a  chance  to  take  the  bonds  and  find  buyers  right 
next  door  to  them  in  the  neighborhood,  some  wealthy  farmer,  perhaps,  and  the 
Doard  has  by  rulings  absolutely  prevented  that. 

I  think  that  a  great  many  of  these  land-bank  districts  could  market  tueir 
bonds.  I  can  see  that  a  centralized  sellinc:  ajrency  miirht  he  created— I  would 
not  be  so  afraid  of  it  if  it  M'as  not  for  the  fact  that  this  ])ond-8elling  arrange- 
ment is  going  to  be  run  1)y  the  12  presidents  of  the  12  land  hanks. 

Remember  that  under  this  bill,  in  case  of  a  tie,  the  Farm  Loan  Commissioner 
appoints  the  seventh  meml>er,  and  he. is  to  be  a  president  of  the  land  bank. 

Mr.  CoKKY.  It  does  not  say  that. 

Mr.  Lyman.  It  says  "  Chairman  of  the  board.**    I  thought  that  in  reality 

meant  the  same  thing.  , ,  ,  ^  i 

But,  in  any  event,  I  do  not  think  there  is  any  question  in  the  world  but  what 
the  board  fully  expects  to  dominate  these  12  land  banks.  The  bill.  I  think, 
is  drawn  for  that  purpose.  That  means  that  the  president  naturally  will  be 
selected  by  the  four  directors  who  will  be  appointed  by  the  boai'd.  That  means 
that  the  12  men  who  are  running  these  bond-selling  agencies  aie  board  ap- 
I)Ointees. 

Mr.  Steaoatx.  Let  me  ask  yon  a  question  right  there.  You  say  there  are 
some  of  these  banks  that  market  their  bonds  to  some  extent  at  least  in  their 
own  ])remises.  Would  not  that  put  at  a  disadvantage  the  banks  who  can  not 
do  that?  This  being  a  cooperative  system,  the  bon^  of  each  bank  being  re- 
sponsible for  the  bonds  of  the  other  banks,  is  it  not  best  to  have  a  central 
selling  agency,  so  that  any  bank  which  might  be  so  fortunately  situattMl  as 
some  of  the  others,  gets  the  advantage  of  the  superior  opportunities  which 
any  other  bank  might  have  in  marketing  its  securities.  Is  not  that  one  of  the 
great  benefits  of  this  whole  system? 

Mr.  Lyman.  I  am  not  willing  to  say  offliand  that  there  would  be  any  beneht 
in  it  whatsoever;  I  am  not  willing  to  say  that  there  would  not  be  some  benefit. 
Observe  that  the  joint-stock  land  hanks  market  their  own  bonds.  I  think  if 
the  farmer  or  other,  whether  a  neighbor  or  a  townsman,  who  is  not  in  debt  and 
who  has  money  to  invest  in  farm-loan  bonds  should  be  allowed  to  buy  them 
in  the  way  I  have  referred  to.  I  think  it  is  a  good  thing  to  get  these  bonds 
spread  out  through  the  community.  But,  assuming  the  fact,  I  should  say 
yes  In  answer  to  your  question,  which  I  am  unwilling  to  do.  but  for  the  sake 
of  argument  I  will.  I  say,  then,  if  that  is  the  case,  these  12  men  wlio  run 
this  bond-selling  arran^m^t  should  not  be  men  who  are  controlled  by  the 
Farm  Loan  Board. 

Mr.  Steagali..  I  am  not  attempting  by  my  question  to  preju<lic(^  the  matter 
under  discussion  nt  all.  As  a  matter  of  fact,  I  think  you  are  right  when  you 
say  the  bonds  are  really  beuag  marketed  now  by  practically  one  agent,  which, 
of  course,  could  be  continued  without  the  change  to  the  law,  and  the  point  I 
am  raising  is  not  inclusive  of  that  matter  at  all.  But  one  of  the  advantages 
of  this  whole  scheme  that  lias  appealed  to  me  always  has  beai  that  it  gives 
those  sections  of  the  country  where  the  supply  of  money  is  scarce  nnd  credit 
is  scant  an  opportunity  to  go  into  a  general  scheme  with  the  other  sections  of 
tile  country  that  are  more  fortunate. 

Mr.  Lyman.  I  am  aware  of  that  one  good  argument  in  favor  of  a  centralized 
bond  arrangement   I  understand  that  certain  States  have  passed  laws  which 
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v^,a  \  1^7^*^!;^^^  to  the  bonds  issued  in  their  States.   I  can  see  how  if  New 
'!^V^f  f  "^^^ff"®'  "^i^ois,  and  so  oa  pass  laws  like  that  it  may  make 

or  "  m  f.  s  II'h  in."*  if  \  ""^'^f  ^""''^^  ^^'^  mortgages  out  In  the  Western 
omt^.S^ff-^  ^^^''^      ^^^^      ^^^^h  capital.   But  is  there 

muMiung  jii  this  bill  wiucli  commands  or  whicii  explicitly  says  that  this  central- 

fht^^^^^-    i^^^  ^^^^  ^^^'^  ^^"^^''^'^  ^^^^^^s  absolutely  pro  rata,  accordini? 

SJXiftatt^?"  ''''  ^  different  land  banks;  is  there  anythmg 

Mr.  CoBEY.  It  amomits  to  that 
Mr.  Ltman.  It  amomits  to  that? 
Mr.  Corey.  Yes. 

Mr.  Lymax.  I  would  want  to  be  very  sure- 
Mr.  StevensoxX.  I  want  to  get  my  finger  on  that  verv  feature 
Mr.  Corey.  It  amounts  to  that,  Mr.  Stevenson,  in  that  the  board  is  empowered 

to  approve  secuitles. 

Mr.  Stevenson  (reading)  :  "  When  any  Federal  land  bank  shall  desire  to  make 
an  iSBUe  of  farm-loan  bonds  and  shall  make  application  to  the  Farm  Loan  Board 
for  the  approvjd  of  soch  issue,  as  in  this  act  provided,  it  shall  transmit  copv 
of  such  application  to  the  Central  Federal  Land  Bank,  witii  a  request  to  said 
bank  to  make  such  issue  on  its  behalf  when  the  same  has  been  approved  by  the 
Federal  Farm  Loan  Board." 

"When  an  issue  of  farm-loan  bonds  by  any  Federal  land  bank  has  been 
appi-oveil  by  the  Federal  Farm  Loan  Board  it  shall  certify  such  approval  to 
the  Central  Federal  Land  Bank,  which  shaU  thereupon  be  fully  authorized  to 
issue  such  bonds." 

Mr.  Strong.  They  have  that  right  to  approve  or  not  approve. 

Mr.  Stevenson.  I  know  they  do,  but  when  you  go  to  commit  to  legalized 
stockholders  organizations  with  very  great  powers,  we  want  to  know  that  it 
is  gom?  to  have  to  do  something.  Of  course,  the  approval  of  an  issue  depends 
on  the  solvency  of  the  securities.  But  the  requirement  that  it  be  approved 
pro  rata,  according  to  its  securities,  with  all  others  is  soaooething  tiiat  has  not 
been  written  in  here  and  can  be  written. 

Mr,  Steagall.  Certainly,  and  that  preserves  the  thing  I  was  talking  about 
just  now,  of  keeping  their  rights  upon  an  equal  basis. 

Mr-  Stevenson.  There  is  another  thing  I  want  to  ask  about  thi^  central 
agency,  and  I  consider  it  about  the  most  desirable  thing  if  it  can  be  properly 
saf^arded  that  is  in  this  bill :  What  is  going  to  become  of  the  stock  of  that 
concern?  Is  it  going  to  be  held  only  by  the  farm-loan  banks  or  is  it  going  to 
be  allowed  to  get  on  the  market  and  be  held  by  Tom,  Dick,  and  Harry? 

Mr.  Flannagax.  The  Federal  land  banks  are  the  exclusive  stockholders. 

Mr,  Cooper.  The  stock  will  be  owned  by  the  Federal  land  banks. 

Mr.  Stevenson  (reading)  :  "The  names  of  the  Federal  land  banks  uniting 
to  form  the  corporation  and  the  amount  of  stock  subscribed  by  each. 

"  The  amount  of  its  initial  capital  stock,  which  shall  be  not  less  than  $500 
nor  more  than  $1,000,000,  divided  into  shares  of  $100  each :  Provided,  That  such 
corporaticm  in  Its  articles  of  assodation  make  provision  for  the  increase  of  its 
capital  stock  from  time  to  time  in  proportion  to  the  increase  of  the  capital  stock 
of  the  several  subscribing  banks  held  and  owned  by  national  farm-loan  associa- 
tions and  borrowers." 

And  tlien  it  provides  tluit  the  presidents  of  the  banks  shall  be  the  directors, 
with  the  exception  of  one,  who  shall  be  elected  from  the  outside. 
Mr.  CooPEK.  May. 

Mr.  Stex'enson.  And  then  provides,  on  page  10:  "To  prescribe,  by  its  board 
of  directors,  subject  to  the  supervision  and  regulation  of  the  Federal  Farm 
Loan  Board,  by-laws  not  inconsist^t  with  law  regulating  the  manner  in  which 
its  stodk  shall  be  transferred,  its  officers  elected  or  appointed,  its  property 
transferred,  its  general  business  conducted,"  and  S(>  on. 

You  provide  there  for  the  transfer  of  stock.  If  the  land  banks  are  to  be  the 
sole  owners,  and  eacli  one  is  to  take  and  hold  stock  in  proportion  to  its  stock, 
what  are  you  pr<)vi<liii,i;  for  the  transfer  of  the  stock  for?  There  is  absolutely 
nothing  which  provides  that  the  stock  must  stay  in  the  land  banks. 

Mr.  CooPEK.  Assuming  that  the  Federal  land  bank  would  subscribe  to  the 
capital  according  to  the  gross  assets  of  each  bank,  and  that  relation,  of 
course,  might  diiange  from  time  to  time  and  it  would  be  necessaiy  for  one  bank 
to  transfer  stock  to  another  bank. 

Mr.  Stevenson.  Certainly  we  do  not  propose  for  this  stock  to  get  into  private 
hands,  and  there  certainly  ou^t  to  be  something  to  preveot  that 
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There  is  another  thing  on  page  11,  which  says:  "To  borrow  money,  give 
security  therefor,  and  pay  interest  thareon.  Shareholders  of  such  cocporations 
shall  be  held  individually  responsible^  equally  and  ratably,  and  not  one  for 

the  other,  for  all  contracts,  debts,  and  engagements  of  such  corporation  to  the 

extent  of  the  amount  of  stock  owned  by  them  at  the  par  value  thereof,  in  addi- 
tion to  the  amount  paid  in  and  represented  by  their  shares."    That  is,  dealing 
with  the  shareholders,  and  says  that  they  shall  be  individually  resij<>nsible. 
You  say  the  shareholders  are  only  to  be  the  banks? 
Mr.  CooPEE.  Yes,  sir. 

Mr.  Stevenson.  Let  us  look  at  another  provision  down  here  [reading] :  Each 
Federal  land  bank  subscribing, to  the  stodc  of  the  central  Federal  land  bank 
shall  by  appropriate  resolution  of  its  board  of  directors,  spread  upon  its 
minutes,  agree  to  become  liable  for  and  to  pay,  upon  demand,  anj'  matured 
farm-loan  bond  issued  by  the  central  Federal  land  bank  or  any  past  due  in- 
terest on  any  such  bond."  That  is  not  for  its  own  and  not  merely  ratably  for 
its  own,  but  for  all.  If  there  is  no  difference  between  shareholders,  you  say 
in  one  place  that  the  shareholders  shall  only  be  responsible  ratably  and  not  one 
for  another,  and  here  you  say  for  the  whole  thing. 

Mr.  GooPEB.  Int^est  on  the  bonds  issued  by  the  central  agency. 

Mr.  Stevenson.  Principal  and  interest. 

I\Ir.  Coopm  That  is  the  law  now. 

]Mr.  Stevenson.  I  am  talking  about  this  proposed  bill. 

Mr.  WiNGO.  Mr.  Stevenson,  if  you  will  permit  a  su^estion,  I  think  that  the 
paragraph  you  have  just  read  might  well  be  the  first  part  of  the  paragraph 
that  you  read  awhile  ago:  in  other  words,  the  paratrraph  you  just  read  fixes 
liability.  The  first  paragraph  you  read  on  page  11,  line  22,  fixes  tlie  measui'e 
and  limit  of  liabilty. 

Mr.  SmvENSON.  But  this  other  one  is  entirely  inconsistent  with  that,  because 
it  makes  the  liability  absolutely  for  every  farmer  loan  in  the  system. 

Mr.  WiNGO.  If  after  the  language  on  page  12,  lines  19  to  24,  you  follow  tiiat 
paragraph  with  this  "  but  the  shareholders  of  such  corporation  isftiall  be  h^d 
individually  responsible  equally,  and  ratably,  and  not  one  for  another,  for  all 
contracts,  debts,  and  engagements  of  such  corporation  to  the  extent  of  the 
amount  of  stock  owned  by  them  at  the  par  value  thereof,  in  addition  to  the 
amount  paid  in  and  represented  by  their  shares." 

In  other  words,  it  is  a  question  of  phraseolog>\  You  want  to  limit  that 
liability  by  the  well-known  100  per  cent  liability  rule— I  assume  that  is  what 
the  draftsman  intended. 

Mr-  Stevenson.  On  page  13,  and  then  a  proper  paragraph  that  should  go  at 
the  bottom  of  page  12 :  "  Each  Federal  land  bank  subscribing  to  the  stock  of 
the  central  Federal  land  bank  shall  by  appropriate  resolution  of  its  board  of 
directors,  spread  upon  its  minutes,  agree  to  become  liable  for  and  to  pay, 
upon  demand,  any  matured  farm-loan  bond  issued  by  the  ceptral  Federal  land 
bank  or  any  past  due  interest  on  any  such  bond."  Then,  if  it  does  not  pay,  all 
the  otliers  have  agreed  to  pay  the  whole  thing. 

Mr.  WiNGO.  I  think  there  could  be  considerable  improvement  in  the  expres- 
sion of  what  you  do*  Ton  have  something  there  which  might  cause  confusion. 
Take  those  three  paragraphs,  Ifir.  Stevenscm.  that  Mr.  Lyman  has  referred  to. 
Personally,  my  impression  has  been  aLrainst  this  eentral  land  bank,  but  I  think 
you  and  I  will  both  agree,  in  theory— it  may  be  its  practical  application  would 
not  justify  it— but  in  theory  a  joint  selling  agency  would  be  of  ben^t,  would 
it  not,  to  the  weaker  banks,  would  it  not?  For  illustration,  let  me  give  you 
this,  so  that  you  can  catch  what  I  am  driving  at:  When  thev  organized  land 
bank  districts  it  was  urged  that  by  including  Arkansas,  which' is  a  newer  State 
and  its  agriculture  has  not  developed  to  that  high  state  that  is  found  in 
Illinois,  that  thereby  Arkansas  was  guaranteed  a  standing  in  the  bond  market 
that  bonds  issued  upon  nilnois  land,  which  was  regarded  as  oldnsettled,  rich, 
corn-belt  land  equal  In  value  to  any  In  the  United  States,  and  if  you  have  a 
general  selling  agency  whereby  you  will  have  the  bonds  of  the  svstera  and  not 
of  any  one  bank,  then  you  put  the  credit  of  the  entire  gystem  back  of  each  and 
every  bank,  do  you  not? 

Mr.  Lyman.  Yes.  sir. 

Mr.  WiNGO.  In  theory,  is  not  that  a  wise  thing? 
Mr.  Ltican.  Yes,  sir. 

Mr.  WiNGO.  Is  not  the  real  danger  comhig  from  where  you  will  put  that 
madiinery  by  whidi  you  will  ^sercise  that  central  issue? 
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Mr.  Lyman,  If  the  law  specifically  said  that  the  prorata  of  applications  of  each 
land  bank  district  is  to  be  taken  care  of  in  each  general  bond  issue  and  if  the 

presidents  of  these  banks  \yere  responsive  to  the  borrowers  I  can  see  where  the 
tiling  might  work  out  all  right.  Neither  one  of  those  things  is  in  here  as  I  see  it. 

Ml*.  WiNGO.  It  is  a  matter  of  detail. 

Mr.  Lyman.  It  is  a  very  important  thing. 

Mr.  WiNGO.  That  should  come  regardless  of  whether  you  have  the  present 
plan  which  is  practically  the  same  as  these,  although  I  differ  with  you — my 
question  meant  this»  that  it  was  not  necessary  to  set  up  machinery,  that  it  was 
perfectly  feasible  to  have  a  central  agracy  of  the  Farm  Loan  Board,  putting  one 
man  in  at  the  head  of  the  bond  division. 

Mr.  Lyman.  That  is  my  view  right  now  and  it  has  been  all  the  time. 

Mr.  WiNGO.  And  let  you  organize  your  farm  loan  board  into  divisions  just 
like  business  concerns  would,  tor  example,  a  manufacturing  concern.  You  will 
have  one  farm  loan  board  member  that  will  be  head  of  the  division  of  bonds, 
another  one  the  head  of  the  division  of  field  forces  and  another  the  head  of 
this,  that  and  the  other.  My  idea  would  he  thai  that  it  was  not  necessary  to 
have  a  central  organization  newly  created,  hut  it  was  perfectly  feasible  to  get 
all  the  b&cie&ts  of  a  joint  Issue,  with  a  provision  to  see  that  there  was  prefer 
distribution  of  the  proceeds,  and  yet  have  that  inside  the  board  without  a 
whole  lot  of  new  machinery ;  and  then  there  would  not  be  any  question  arise  as 
to  whether  the  judgment  of  the  board  was  paramount  to  a  separate  bank 
uriranization.  Then,  also,  there  would  not  be  any  question  arise  as  to 
wiuit  was  the  extent  of  the  control  of  the  board  over  your  central  banks. 
In  other  words,  you  would  avoid  a  new,  separate,  distinct  organization  and 
controversy  that  is  boimd  to  occur  in  time,  and  might  arise  the  opposition  of 
those  who  might  not  understand  the  system  as  represented  hy  the  hangover 
from  the  central  hank  Idea.  In  other  words,  is  it  not  possible  to  get  all  the 
benefits  of  a  central  eorporaticm  with  pn^r  provision  for  distribution  of 
proceeds,  etc.? 

Mr.  Lyman.  I  think  you  are  right.  I  feel  that  the  board  should  have  created 
or  helped  to  create  the'  borrower's  own  bond-selling  agency,  not  dependent  upon 
the  whims  and  caprices  of  these  big  bond-selling  houses  that  make  a  great 
deal  more — probably  five  or  ten  times  more — selling  other  issues.  They  have 
waited  and  waited  to  let  fte  investors  buy  oth»  kinds  of  bonds  where  the 
security  is  not  nearly  so  good,  but  when  fhey  did  issue  these  farm-loan  bonds 
they  found  th^  were  mapped  up  at  a  premium  at  a  very  short  time. 

I  think  that  the  safe  thing  is  for  the  farmers  in  these  land  banks  to  control, 
and  if  temporarily  a  man  who  is  more  responsive  to  the  board  is  elected  presi- 
dent tlmt  is  the  farmers'  fault.  I  have  no  fault  to  find  with  them  even  if 
they  allow  that,  and  they  can  delegate  voluntarily  their  right  as  they  haA-e  now, 
you  understand,  to  the  board  to  sell  these  bonds.  The  law  now  says,  "  Each 
land  bank  can  sell  its  own  bonds."  But  if  they  should  have  any  trouble  in 
marketing  their  bonds  through  the  Farm  Loan  Board,  which  I  do  not  think  they 
would  have  after  they  get  control  of  the  land  banks,  th^  there  would  not  be 
anytiiing  in  the  law  to  premit  them  from  forming  a  voluntary  association  to 
market  their  bonds,  or  tbesy  could  form  a  central  voluntary  central  agency  to 
sell  the  bonds  for  themselves.  There  is  nothing  in  the  law,  as  I  understand  it, 
that  gives  the  Farm  Loan  Board  the  authority  to  seil  these  bonds;  it  lias  simply 
been  a  voluntary  arrangement. 

INIr.  WiNGO.  Th:s  suggestion  has  been  made,  and  I  want  to  get  your  judgment 
nn  it,  that  prin>arily  the  borrowers — the  farmers  of  the  United  States — are 
interested  in  a  sane,  intelligent,  and  business-like  handling  of  this  system,  in 
that,  that  would  guarantee  the  confidence  of  the  Investing  public  in  buying  the 
bonds  and  secure  a  steady,  continuous  market  f<Kr  the  bonds,  and  fSmt  in  order 
that  there  should  be  a  provision  for  the  organization  and  the  control  of  the 
system  that  would  meet  some  emergency  that  might  arise,  that  in  the  minds 
of  the  investing  public  might  discredit  the  issue.  For  illustration,  this  has 
been  suggested :  That  in  some  portions  of  the  country  at  the  present  time  there 
are  some  men,  however  sincere  they  may  be  and  however  wise  they  may  be, 
the  investing  public  do  not  believe  their  theories  are  sound  ;  and  if  it  were 
jMissible  for  leaders  of  that  kind  of  men  to  sweep  the  country  and  get  control 
of  a  system  might  discredit  it,  however  honest  their  efforts  might  be. 

Then,  another  s'tuation  might  arise  that  ought  to  be  guarded  against  It  has 
l)een  suggested  that  selfish  mra,  recognizing  the  advantage  of  controlling  the 
syst^,  the  benefits  that  mli^t  come  from  a  s^fish  control,  might  go  to  these 
farmer  stockholders  who  are  busy  each  day,  who  do  not  stu^  the  intricate 
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details  of  organization  and  do  not  attmpt  to  conteBq>late  the  philosophy  of 
the  syst^  and  mi^t  not  attend  the  annual  meeting;  that  those  selfish  men 
might  organize  and  get  otmtrol  of  the  orgBOizatbHis  reaUj  to  the  detriment  of 

the  organizations. 

Mr.  Lyman.  I  attempted  to  answer  that  before  adjournment  at  noon,  when 
I  cited  the  case  that  is  instanced  by  the  board  in  this  letter  I  referreil  to, 
which  has  given  currency  to  tlie  thought,  that  some  wild-eyed  fellow  may  say 
he  is  going  to  run  on  the  ticket  and  that  he  is  not  going  to  let  these  mortgages 
be  foreclosed;  and  I  answered  by  saying  that  in  practice  the  three  directors 
Uiat  the  board  appoints  will  really  dominate  the  land  banks.  I  do  not  think 
th^-e  is  any  question  about  that.  I  think  that  these  m&i  in  these  banks  are 
pretty  good  men,  and  I  think  tliey  have  done  pretty  well  with  the  system  in 
a  great  many  of  the  banks,  and  I  think  if  the  farmers  had  the  right  of  election 
given  to  them,  as  the  law  intends,  that  the  personnel  would  be  pretty  nuich 
the  same.  I  do  not  think  that  the  borrowers  want  to  wreck  their  own  system. 

Mr.  WiNGo.  uf  course  they  would  not, 

Mr.  Lyman,  I  think  they  would  be  conservative.  I  think  tliese  men  would 
practically  dominate,  except  in  such  cases  where  the  borrowers  felt  that  they 
had  very  serious  reasons  to  disr^rd  the  viewpoint  of  the  board's  appointees ; 
then  I  think  there  mi^t  be  some  house  cleaning. 

Mr.  Stevbkson.  The  house  cleaning  was  illustrated  by  the  insurance  com- 
panies 20  years  ago,  when  they  turned  out  McCall  and  a  whole  lot  of  million- 
aire bosses  of  the  insurance  companies  in  New  York.  Those  were  splendidly 
run  institutions,  but  the  stockholders  were  having  nothing  to  do  with  them  : 
and  you  remember  they  had  a  house  cleaning  up  tliere  which  has  increased 
the  dividends  that  insurance-policy  holders  have  received  since  very  mate- 
rially. So  that  house  cleaning  from  down  at  the  ground  is  not  a  bad  ihing 
once  in  awhile. 

Mr.  Lykan.  I  think  that  house  cleaning  is  a  good  thing  once  in  awhile,  not 
<mly  in  a  thing  like  this — I  mean.  If  tti^e  is  any  reason  for  it.  To  be  more 
accurate,  what  I  think  is  that  the  opportunity  for  house  cleaning  is  a  good 
thing.  It  is  a  very  necessary  safeguard.  I  think  the  thing  that  exists  in  most 
evei'y  civilized  country  in  the  world,  the  right  of  interpellation  by  Congress  of 
Cabinet  or  other  administrative  officers,  and  the  right  to  vote  a  lack  *:f  con- 
fldence,  is  a  good  thing,  and  that  the  people  through  their  legislative  repre.senta- 
tives  ought  to  have  more  of  the  opportunity  to  exact  an  accountability. 

Mr.  WiNGO.  We  do  not  have  this  in  this  country.  If  Congressmen  dare  to 
question  Cabinet  members  it  is  an  outrage. 

Mr.  liTMAN.  It  is  an  •outrage,  but  we  are  going  to  have  it  some  time,  and  I 
think  tUere  ought  to  be  a  spirit  of  give  and  take,  that  wh^  a  man  honestly 
cqpposes  a  board,  I  do  not  think  it  ought  to  be  held  up  as  a  case  of  lese 
majesty;  I  think  that  the  people  who  have  the  interest  of  the  farm-loan  system 
at  heart  should  have  a  right  to  protest,  and  I  believe  tliese  farm-loan  asso- 
ciations ought  to  have  their  national  representatives  and  be  representeil  down 
liere.  But  the  Farm  Loan  Board  has  prevented  that  largely.  Only  a  coui>le 
of  hundred  or  so  of  the  4,000  farm-loan  associations  have  been  allowed  to 
organize  voluntarily  for  the  purpose  of  having  representation  here  at  Wash- 
ington. 

Mr.  WiNGO.  Before  you  get  away  from  that  other  point,  the  answer  you  made 
to  that  was  that  in  tlie  last  fmalyses  the  three  men  selected  by  the  board  would 
be  conservative,  practical  men,  and  their  influenoe  would  be  large? 

Mr.  Lyaian.  Yes,  sir. 

Mr.  WiNGo.  Then,  you  also  suggested  that  the  board  controls  the  u(q?<^ntaient 

of  the  appraisers? 
Mr,  Lyman.  Yes,  sir, 

Mr.  WiNGO.  And  that  that  would  guard  against  improvident  loans,  and  Lhat 
as  a  guard  against  improvident  bonds  the  farm-loan  conmiissioner  has  to  pas& 
on  these  loans  after  they  are  made  but  b^ore  they  can  be  used  as  a  basis 
of  bond  issues? 

Mr.  LvifAN.  Yes,  sir. 

Mr,  WiNGO.  Are  ihnse  the  only  answers  you  can  think  of  to  this  argumentt 
and  do  y(»u  thiuk  those  balance  the  theories  that  have  l>eeu  expressed  on  the 
other  side? 

Mr.  Ly.ma.n.  I  do  nut  see  any  difference  between  the  borrowers  who  arc  st(»ck- 
liolders  managing  affairs,  at  least  having  two-thirds  of  the  directors,  and  the 
regular  hanks  of  the  country  who  may  be  large  borrowers  and  owing  the  gen- 
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«fal  public  who  are  depositors  up  to  perhaps  twenty  timps  their  capital  stock. 
The  only  difference  is  that  in  case  of  the  farm-land  banks  the  Government  has 
three  directors  out  of  nine,  while  in  the  case  of  the  State  or  National  banks 
these  huge  borrowers — the  banks'  stockholders — elect  all  their  directors.  I 
think  the  security  of  a  farm-loan  bond  is  much  better  than  the  security  of  an 
ordinary  bank. 

Mr.  WiNGo.  You  think  the  Government  having  three  meBBlb&es  on  the  boftfd 
will  prevent  loss  of  confidence  in  the  bank? 

Mr.  Ltmaw.  I  do  not  think  there  Is  any  question  about  it ;  and,  as  I  have  said, 
the  bonds  have  been  sold  rl^t  aloi^  in  etrntemplation  that  tails  perman«it  man- 
agement would  go  into  effect. 

Mr.  Strong.  Mr.  Lyman,  I  was  called  out  this  morning  when  you  began  your 
statement,  and  I  do  not  know  just  all  you  have  stated,  but  you  hold  some  posi- 
tion, do  you  not.  in  the  organization  of  Federal  Farm  Loan  Associations? 

Mr.  LYirA>'.  No,  sir ;  except  a  very  earnest  friend  to  wish  for  their  welfare 
and  lioping  they  will  get  thoroughly  aroused  and  that  they  will  be  down  here 
in  protest  of  this  bill. 

Mr.  Strong.  There  is  such  an  association? 

Mr.  Ltkan.  Yea 

Mr.  Stbono.  That  was  an  assodation  formed  when? 

Mr.  LtitAN.  Tliat  was  an  organlxatbm  initiated  two  years  ago  last  sum- 
mer, sir.  .    .  „ 
Mr.  Strong.  And  that  is  an  association  of  the  farm-loan  associations? 

Mr.  Ltman.  Yes,  sir. 

Mr.  Strong.  And  national  associations? 

Mr.  Lyman.  Some  of  the  braver  ones. 

Mr.  Strong.  You  are  interested  as  a  friend  in  their  b^alf? 

Mr.  Lyman.  Very  much,  indeed. 

Mr.  Strong.  There  is  a  controversy  going  on  b^e^  ttiat  association  and  tm 
Federal  Farm  Loan  Board,  is  there  not?  , 

Mr  liYMAN.  Just  such  a  controversy,  if  you  wish  to  call  it  that,  as  the  organi- 
zation that  I  represent  is  waging.  We  are  opposed  to  this  attempt  to  destroy 
the  cooperative  features  of  the  farm  loan  act,  and  that  is  what  the  cooperative 
£arm-loan  federation  you  refer  to  is  opposed  to. 

]\lr.  Strong.  How  many  farm-loan  associations  belong  to  tius  national  asso- 

*^*M^r."  Lyman.  I  think  about  300  of  them,  and  I  will  be  i^ad  to  tell  you  why 

fiiere  are  not  more.  ,  ^       ^,  ^  4. 

Mr.  Sthong.  I  am  trying  to  get  some  informatloii.  H  you  want  to  add  in- 

formation,  go  ahead.  .  ^,  .... 

Mr  Ltm\n  The  reason,  I  believe,  there  are  no  more  of  these  a.ssociations  is 
because  of  the  fact  that  the  Farm  Loan  Board  does  not  want  a  voluntary 
organization  represented  down  here  at  Washington  to  appear  before  committees 
In  Confess  and  to  defend  the  law  that  now  exists.  It  seems  to  me  ttat  the 
burden  of  proof  is  alwavs  on  those  who  are  trying  to  change  something.  I 
pointed  out  the  very  liberal  atmosphere  which  existed  at  ^  tliae  of  flie  passage 
of  this  act,  which  is  not  so  liberal  to-day,  I  think.  rm 

The  burden  of  proof  se«ns  to  be  on  those  who  would  change  it.  The  Farm 
Loan  Board  wants  to  change  it.  A  number  of  associations  are  banded  to- 
se^r  who  do  not  wnt  it  changed.  They  thinH  the  law  is  good  enougli 
tamost  reroects,  although  I  think  they  favor  the  increase  in  tlie  loan  limit. 

The  reason  why  there  are  not  more  of  the  cooperative  loan  as.sociations  m 
the  Federation  of  National  Farm  Loan  Associations  is  that  the  Farm  Loan 
Board  does  not  want  such  an  organization,  and  the  Farm  Loan  Board  went 
and  got  a  ruling  from  its  solicitor,  Judge  Becker,  I  believe,  who  gave  his 
opinion  that  it  was  improper  for  the  directors  of  the  I^tional  Farm  Loaai 
Associations  to  raise  any  money  to  support  a  national  offl(^;  whereupon  the 
friends  of  this  mov^nent  went  to  former  Secretary  McAdoo,  who  was  the 
first  ehairman  ex  officio  of  the  Federal  Farm  Loan  Board.  Mr.  McAdoo  gave, 
without  any  charge,  I  am  glad  to  say,  a  very  comprehensive  opinion— bear 
in  mind,  he  was  the  first  chairman  ex  officio  of  the  F^'-^^^J^oan  Board-gave 
it  on  the  stationery  of  McAdoo,  Cotton  &  FrankUn,  New  York  City,  and  the 
gist  of  it  was  that  it  was  not  only  legal  for  the  directors  of  th^  assodations 
to  appropriate  $10  a  year  in  order  to  have  national  ^ei^esentotimi  of  their 
own  at  Washington,  but  that  it  was  most  advisable  for  them  to  do  so. 
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At  this  point  I  would  be  more  than  pleased  to  have  inserted  in  the  record 
the  opinion  of  the  Hon.  Mr.  McAdoo,  if  these  is  no  objectioa  from  the  com- 
mittcc* 

Mr.  Strong.  Is  there  any  objectian  on  the  part  of  the  committee? 
Mr.  WiKGO.  Not  at  all. 

Mr.  Strong.  There  seems  to  be  no  objection. 
(The  opinion  of  Mr.  McAdoo  follows:) 

TOWSBS  OF  NAnONAI.  FABM  IjOAK  ABSOCX&nONS  TO  A  COOPEBATIVE 

OBGANlZATKm. 

New  York,  Dcceuihvr  .29, 

Dkar  Sir:  You  have  asked  my  opinion  as  to  whether  or  not  rlio  national 
farm  loan  asf^oeiations  incorporated  under  the  farm  loan  act  have  tlie  po\yt}r 
to  become  member.s  of  a  cooperative  tissociation,  known  as  the  National  Union 
of  Farm  Loan  Asso<  iati<nis,  involving  a  payment  of  $10  membership  tVe.  I  un- 
derstand that  sueh  an  association  is  considered  desirable  for  the  following 
general  purposes:  To  protect  the  member  associations;  to  advance  and  con- 
serve the  interests  of  the  borrowers ;  to  give  national  voice  and  weight  to  their 
just  demands;  to  establish,  maintain,  and  equip  headquarters  at  Wasliington, 
with  r^resMitatives  who  sliall  appear  when  necessary  before  congressional 
committees,  governmental  boards,  and  commissions;  to  carry  on  educational 
wortc  with  the  membership  and  with  the  public;  and  generally  to  do  everytliing 
necessary  for  the  protecti<ui  and  general  welfare  of  the  associations. 

I  also  understand  that  many  of  the  associations  formed  under  the  farm  loan 
act  desire  t<»  join  sueh  an  organization,  but  that  the  Farm  Loan  Bt»ard  doubts 
tlie  power  of  *  The  associations  to  do  so,  and  is  strengthened  in  this  doubt  by 
an  opinion  of  the  Solicitor  for  the  Treasury  Department  to  ttie  effect  that  Siidk 
power  to  cooperate  is  not  authorised  by  the  provisions  of  tiie  farm  loan  act, 
and  is  therefore  beyond  the  powers  of  the  associations,  and  further  that  the 
payment  of  the  m«nbership  fee  of  $10  is  such  a  willful  misapplication  of  the 
funds  of  the  assr.r  iations  as  to  subject  the  directors  to  the  p^mltles  pi*escribed 
hv  section  31  of  the  farm  loan  act. 

*  It  is  tru^^  as  stated  by  the  Solicitor  f(tr  the  Treasury  Department,  tliat  there 
is  no  exi^ress  provision'in  the  farm  loan  act  which  authorized  national  farm- 
loan  associations  to  join  a  cooperative  association  of  this  nature  oi-  to  disburse 
funds  for  that  purpose.  The  oi-ganization  of  such  corporations  and  the  control 
of  tlieir  funds  as  prescribed  in  the  act  may  be  briefly  summarized  as  follows: 

Farm-loan  associations  are  organized  by  articles  of  association  which  specif 
in  general  terms  the  object  for  which  the  association  is  formed  and  the  ter- 
ritory within  which  its  operations  are  to  be  carried  on.  It  is  expressly  pro- 
vided tliat  such  articles  of  association  may  contain  any  other  provisions  not  in- 
consistent witli  law  which  the  association  may  see  fit  to  adopt  for  the  regula- 
tion of  its  husiness  and  the  conduct  of  its  affairs.    (Sec.  7.) 

The  associatic^ns  are  organized  suV)ject  to  the  requirements  and  conditions 
specified  in  section  7  and  in  section  4  of  the  act  so  far  as  the  same  may  be 
applicable.  iSec.  7.)  Section  4  of  the  act  relating  to  the  organization  of 
Federal  land  banks  gives  the  following  power  to  such  banks,  which  is  there- 
fore applicable  to  fftrm-loan  associations: 

"To  exercise  by  its  board  of  directors  or  duly  autliorized  officers  or  agents, 
subject  to  law.  all  such  incidental  powers  as  shall  be  necessary  to  carry  on 
the  business  herein  described." 

Tlie  Farm  Loan  Board  is  given  power  to  require  reports  and  statements  of 
condition  of  the  associations  and  to  exercise  general  supervisory  authority 
over  them.    (  Sec.  17.) 

The  associations  are  required  to  carry  semiannually  to  reserve  account  an 
amount  m^t  less  tlian  10  per  cent  of  their  net  earnings  until  such  reserve  account 
shall  show  a  credit  balance  equal  to  20  per  c«ait  of  thebr  outstanding  capital 
stock.  Thereafter  the  associations  may  at  thrfr  discretion,  after  certain  deduc- 
tions, declare  a  dividend  to  shareholders  out  of  the  balance  of  the  net  earnings. 
(Sec.  24.) 

The  board  of  directors  of  such  associations  are  authorized  to  set  aside  such 
amounts  from  their  funds  as  they  shall  deem  requisite  for  the  payment  of  the 
salaries  of  the  officers  and    for  other  expenses  of  said  associations.'*    (Sec.  7.) 

Tt  is  made  an  oft'ense.  punishable  as  described  in  the  act,  to  embezzle,  ab- 
stract, or  willfully  misapply  any  funds  in  the  possession  of  any  farm-loan 
association.    (Sec.  31.) 
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(;e:iorally  speiikin^r,  the  rule  of  law  as  to  the  powers  of  a  corporutioii  is  as 
statp<l  in  tlie  upiiiioii  of  the  Solicitor  for  the  Treasury  Department,  namely, 
tluil  the  extent  of  such  powers  is  limited  by  the  charter  of  the  corporation 
Avhicli  in  turn  Is  subject  to  the  limitations  prescribed  in  the  act  pursuant  to 
whicli  the  charter  is  granted.  It  should  be  noted,  however,  that  this  rule 
applies  to  the  express  powers  granted  to  such  a  corporation  and  that  there 
are  nunior<»us  powers  incidental  to  the  exercise  of  such  express  powers  which 
are  implied  as  a  matter  of  law.  This  qualification  is  clearly  stated  in  the  case 
of  Railway  Companies  r.  Keokuk  Bridge  Co.,  131  U.  S.  37L  In  this  decision 
tlie  Supreme  Court  said  (p.  385)  : 

"  P>ut  while  the  charter  of  a  corporation,  read  in  connection  with  the  general 
laws  :ii)pli<able  to  it,  is  the  measure  of  its  powers,  and  a  contract  manifestly 
heyDiid  those  powers  will  not  sustain  an  acUon  against  the  corporation,  yet 
whate\  er  under  the  charter  and  other  general  laws,  reasonably  construed,  may 
fairly  be  regarded  as  incidental  to  the  objects  for  whi^i  the  corporation  la 
created  is  not  to  be  taken  as  prohibited." 

Even  considering  the  farm-loan  associations  as  banking  corporations,  wliost 
implied  powei-s  are  more  rigidly  construed,  it  is  nevertheless  true  that  such 
powers  exfst  to  a  limited  extent.  In  Clement  National  Bank  r.  Vermont,  231 
U-  S.  120.  th.e  Supreme  Court,  referring  to  national  banks,  said: 

''*Tlie  Federal  statutes  relative  to  national  banks  constitute  the  measnre  ol 
the  iiuthoi'itv  of  i^uch  corporations,  and  they  can  not  rightfully  exercise  an> 
pow  ers  except  those  expressly  granted  or  which  are  incidental  to  carryli^  on 
the  business  for  which  they  are  established.  ♦  •  ♦  These  incidental  powers 
are  such  *  as  are  required  to  meet  all  the  legitimate  demands  of  the  authorized 
business  and  to  enable  a  bank  to  conduct  its  stairs  within  the  g^ral  scope 
of  its  charter  safely  and  prudently.' "  .  , 

It  was  held  in  this  case  that  a  bank  having  the  right  to  receive  deposits 
possessed  the  additional  right  to  pay  for  its  depositors  the  amount  of  State 
taxes  imposed  on  such  deposits. 

It  is  apparent  from  these  decisions  that  farm-loan  associations  organized 
under  tlie  farm  loan  act  must  have  implied  powers  not  found  in  the  act  in- 
cidental b(»th  to  their  existence  and  to  the  main  purposes  for  which  they  were 
formed.  This  conclusion  Is  strengthened  by  the  provisions  of  the  act  itself. 
By  section  7  it  Is  provided  that  farm-loan  associations  "  shall  organize  subject 
to  the  reciuirements  and  the  conditions  specified  in  this  section  and  in  section 
4  of  this  act  so  far  as  the  same  may  be  applicable."  Section  4  of  the  act 
relating  to  the  organization  of  the  Federal  laud  banks  provides  that  among 
their  powers  are  the  following: 

*-To  exercise  bv  its  board  of  directors  or  duly  authorized  officers  or  agents, 
sul)ject  to  law.  all  such  incidental  powers  as  shall  be  necessary  to  carry  on 
the  business  herein  described."  .    -r^  ^ 

It  is  apparent,  therefore,  that  farm-loan  associations,  equally  with  the  Federal 
land  banks  have  certain  incidental  powers  not  expressly  referred  to  in  the  act. 

It  remains  only  to  consider  whether  or  not  the  action  of  the  farm  loan  asso- 
ciations, in  cooperating  to  form  or  join  the  National  I'liion  of  Farm  Loan 
Associations  for  the  purposes  expressed  above,  is  within  such  implied  powers.. 

It  is  not  required  that  such  powers  shall  be  necessary  in  the  sense  that  they 
are  indispensable.  It  is  sufficient  if  they  are  reasonably  appropriate  and 
convenient  to  the  express  powers.  In  my  opinion  the  power  of  the  farm  loan 
associations  to  join  the  National  Union  of  Farm  Loan  Associations  for  the 
piirposes  expressed  is  reasonably  appropriate  and  convenient  to  the  exerdse 
of  their  express  powers  and  incidental  to  th^  existence. 

These  assoclati<His,  as  authorized  by  the  farm  loan  act,  play  an  important 
and  necessary  part  in  the  machinery  therein  provided.  They  furnish  the 
cooperative  borrowing  feature  of  the  act.  Ten  or  more  persons  who  are  the 
owners  or  about  to  become  the  owners  of  farm  land  may  unite  to  form  the 
associations  which,  when  duly  chartered,  are  authorized  to  receive  from  the 
Federal  land  bank  of  the  district  sums  to  be  loaned  to  its  members  pursuant 
to  the  act  They  form  an  important  link  between  the  lending  bank  and  the 
individual  borrowers.  In  addition  they  have  the  powers  granted  by  sectiwi 
11  of  the  act  to  indorse  mortsages,  to  acquire  and  dispose  of  such  property 
as  may  he  convmient  for  the  transaction  of  their  business,  and  to  issue  cer- 
tificates of  deposit  of  current  funds.  Their  members  have,  of  course,  an 
interest  in  seeing  that  their  rights  receive  adequate  protection.  The  interests 
of  such  ttwociiitlons  caQ  be  most  properly  presented  by  their  authorized  agents. 
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who,  in  turn,  should  be  representative,  of  the  associati<ms  as  a  class*  This 
can  best  be  acc<Mnplished  through  cooperation. 

Moreover,  the  advantages  of  cooperation  in  order  to  further  the  legitimate 
interests  of  all  classes  similarly  situated  are  too  evident  at  this  period  of 
our  economic  affairs  to  require  detailed  discussion.  It  is  sufficient  to  call 
attention  to  tht^  practice,  which  prevails  generally  throughout  the  United 
States,  of  forming  cooperative  associations  in  almost  every  class  of  business. 
Notable  instances  are  the  American  Bankers'  Association  (of  which  many 
national  banks  are  members),  the  Association  of  Joint  Stock  Land  Banks,  the 
various  merchants*  and  manufacturers'  associations  and  other  cooperative 
organizations  too  numerous  to  mention.  It  can  no  longer  be  doubted  that  the 
formation  of  cooperative  organization  is,  from  a  business  and  economic  st;ind- 
point,  a  distinct  benefit  to  the  individual  or  coi-porate  business  of  the  membei-s 
who  make  up  the  association  as  well  as  of  great  value  educationally. 

Another  important  reason  for  the  formation  of  this  association  consists  in 
the  distribution  of  statistics  and  information  among  the  various  associations, 
and  their  large  membership  of  individual  farma^  so  that  they  can  know  ttie 
work  of  others  who  are  concerned  with  similar  problems.  This  feature  Is 
likely  to  prove  of  considerable  benefit  to  the  members  of  sucli  an  association. 

I  am  therefore  of  the  opinion  that  the  naticmal  farm  loan  associations 
oiganized  under  the  farm  loan  net  have  as  a  power  incident  to  their  existence 
and  to  the  carrying  out  of  the  purposes  for  which  they  were  formed  the 
right  to  join  a  cooj^rative  association  for  their  mutual  protection  and  for 
the  furtherance  of  tluur  i*espective  business  interests.  This  i>o\ver  is  not  pro- 
hibited by  the  provisions  of  the  farm  loan  act  which  give  the  Farm  Loan  Board 
general  supervisory  power  over  the  farm  loan  associations.  This  supervision 
is  to  he  exercised  for  the  protection  of  the  Government,  and,  in  a  sense,  of  the 
associations  themselves,  but  do  not  prevent  voluntary  action  by  the  associations 
looking  toward  the  advancement  of  their  own  interests. 

If  the  associations  have  the  riirht  to  join  this  cooperative  organization,  it  fol- 
lows that  they  have  an  equal  rip:ht  to  contribute  toward  its  support.  The  only 
limitation  in  the  act  as  to  the  use  of  the  funds  of  the  associations  is  contained 
in  section  24,  which  provides  for  the  reserve  account.  When  this  reserve  ac- 
f'onnt  shows  the  proper  credit  balance  and  after  making  the  deductions  provided 
for  in  said  section,  the  association  is  permitted  to  declare  dividends  to  its 
slmreholders.  By  no  implication  can  tliis  section  be  construed  to  prevwt  the 
use  of  corporate  funds  for  the  purpose  of  supporting  and  carrying  on  a  central 
organissation.  Moreover,  the  directors  are  expressly  given  the  lislit  by  section 
7  to  set  aside  funds  "  for  other  expenses  "  of  the  association. 

The  membership  fee  should  not,  however,  be  paid  until  after  each  associa- 
tion has  set  up  in  its  reserve  account  the  proper  credit  balance  provided  for 
in  section  24  of  the  act. 

The  provisions  of  section  81,  prescribing  penalties  for  willful  misapplication 
of  the  funds  of  an  association,  would  not,  of  course,  apply  to  an  expMidlture 
made  in  good  faith  by  the  directors  in  the  exercise  of  an  honest  discretion  tliat 
it  was  for  the  best  interests  of  the  association. 
Very  truly  yours, 

W.  McAdoo. 

Uatioisal  Union  of  Farm  Loan  Associations. 

1731  I  Street  NW.,  Washington,  D.  C. 

Mi\  Lyman.  After  that,  of  course,  there  was  a  new  Secretary  of  the  Treasury 
and  there  was  also  :in  Attorney  General.  So  the  board,  in  order  to  offset  the 
effect  of  Mr.  McAdoo's  opinion,  took  up  the  Judge  Becker  ruling  and  took  it  over 
to  Attorney  General  Palmer,  and  I  suppose  in  the  most  perfunctt»ry  way— he- 
cause  I  am  informed  it  is  very  customary  for  these  solicitors  to  give  the  ruling 
that  the  depnrtnient  under  them  wants — Mr.  Palmer  O.  KM  the  oi>inion  of 
Judge  liecker ;  and  lie  went  a  little  further.  He  said  it  was  not  only  wrong  for 
these  directors  of  national  farm-loan  associations  to  subscril>e  the  paltry  sum 
of  $10  a  year  in  order  to  defend  their  rights  and  protect  the  law  as  It  now  is, 
but  he  said  that  it  was  also  ill^l  for  the  stockholders  meeting  in  annual  ses- 
sion to  vote  $10. 

In  that  connection,  I  would  lilce  to  say  that  some  very  elaborate  entertani- 
ments  seem  to  have  been  given  by  some  of  the  Federal  land  hanks.  They  have 
called  in  the  secretary-treasurers  from  all  over  their  districts  in  particular 
States,  and  they  have  paid  their  traveling  expenses,  and  they  have  given  them 
banquests  or  barbecues,  and  they  liave  spent  a  great  deal  of  money  in  order 
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to  bring  in  tliese  secretai\v-treasureffB  close  to  the  administration  for  "  educa- 
tion/' for  discipline,  or  whatever  it  may  be.  But  the  rulings  are  that  it  is 
illegal  for  the  stockholders  to  vote  this  money. 

Now,  Mr.  McAdoo,  associated  with  Mr.  Joseph  Cotton,  who  also  is  a  very 
astute  lawyer,  gave  an  oi^on  fliat  it  was  legal;  he  also  said  it  was  most 
advisable  to  do  it. 

Now,  tlien,  the  Farm  Loan  Board,  of  course,  gets  out  these  mimeograph 
letters  very  nicely  and  sends  them  out  under  frank  to  the  300  associations 
that  put  in  $10  apiece,  and  then  they  foimd  out  who  these  associations  were 
and  they  began  to  bear  down  on  them. 

I  would  lilie  to  liave  all  the  committee  get  this :  The  associations  pay  $10,  or 
the  stockholders  pay  it,  and  the  secretary-treasurers  were  Informed,  gentlemen, 
that  if  they  did  not  refund  the  $10  that  no  loans  would  be  made  to  those  asto- 
ciations.  I  think  that  is  one  of  the  most  high-handed  acts  that  has  ever  hem 
attempted  by  any  board  down  here  at  Washington. 

Mr.  Stevenson.  Out  of  what  fund  do  they  pay  the  $10? 

Mr.  Lyman.  Out  of  the  funds  of  the  association,  which  the  law  specifically 
says  they  may  use.  Mr.  Flannagan  is  familiar  with  this  hiw  from  A  to  Z,  and 
I  would  like  Mr.  Flannagan  to  point  out  in  the  farm  loan  act  the  part  which 
Mr.  McAdoo  called  attention  to,  which  does  give  the  farm-loan  associations  in 
certain  instances  the  right. 

I  think  I  Imve  answered  pretty  fairly  the  questions. 

Mr.  Stevenson.  I  suppose  Mr.  Flannagan  in  his  statement  will  give  us  that. 
Mr.  Stbong.  There  seems  to  be  a  difference  in  the  legal  opinion  of  Mr. 

McAdoo  and  Mr.  Palmer,  and  you  agree  with  Mr,  McAdoo? 
Mr.  Lyman.  I  agree  with  Mr.  McAdoo  on  that  matter. 

Mr.  Flannagan.  I  will  say  you  have  already  agreed  that  Mr.  McAdoo's 
opinion  will  be  put  in.    What  is  the  use  of  my  referring  to  it? 

Mr.  Lyman.  This  will  be  a  long  hearing  no  doubt,  and  some  of  these  gentle- 
men here  will  not  happen  to  come  across  tliat  particular  part,  so  please  put  it 
in  if  you  can  find  it. 

Mr.  Strong.  It  will  be  well,  for  the  information  of  the  committee,  to  point 
out  where  in  the  law  the  authority  is  granted, 

Mr.  WiNGO.  What  is  that  about  the  barbecue"? 

Mr.  LvjrAN.  I  said  banquets,  or  barbecues,  or  something  of  that  nature — 
elaborate  entertainments — given  to  secretary-treasurers.  I  believe  it  was  down 
in  Texas  they  did  that;  the  land  bank  controlled  by  the  board  paid  their 
expenses* 

Mr.  WiNGo.  I  was  addressing  myself  to  the  chairman.  He  said  he  would  like 
to  have  the  law  pointed  out  to  Justify  it,  and  I  asked  him  

:\rr.  Stbong.  No  ;  it  is  a  reference  which  Mr.  Lyman  made. 

Mr.  Lyman.  It  is  the  provision  in  the  law  there,  which  I  think  everybody 
has  a  right  to  assume  would  cover  the  right  to  pay  $10  a  year  for  such  a 
purpose. 

The  American  Bankers'  Association,  which  is  a  very  strong,  active  associa- 
tion, a  very  good  organization — how  do  they  support  themselves?  The  banlis^ 
of  course,  the  individual  banks,  pay  something  to  belong  to  the  American 
Bankers'  Association.  Why  does  not  the  Gomptn^r  of  the  Currency  see 
something  in  the  national  bank  law  which  would  prevent  national  banks  from 
belonging  to  the  American  Bankers*  Association?  The  same  reasons  which  im- 
pelled the  national  bankers  to  have  a  national  asssociation,  which,  you  know,  is 
very  powerful  and  have  a  very  great  influence  and  weight  down  here — those 
same  reasons  impelled  the  farm-loan  associations,  that  saw  what  was  coming, 
to  say,  *'  We  ought  to  have  a  voluntary  organization,  a  national  organization, 
to  represent  us,  to  work  with  the  board  whenever  we  can,  to  support  the  board, 
to  defend  the  law  as  it  now  is  and  to  oppose  the  board  when  they  are  trying 
to  knock  out  the  cooperative  part  of  our  law." 

Mr.  Stevenson.  Now,  let  us  get  that  law. 

Mr.  Flannagan.  The  extract  of  the  law  to  which  Mr.  Lyman  referred  is  in 
the  seventh  section,  on  page  9,  of  the  aiuotated  copy  of  the  Federal  fcurm  loaa 
act,  and  reads  as  follows: 

All  reasonable  expenses  for  the  secretary-treasurer,  the  loans  committee,, 
and  other  officers  and  agents  of  the  national  farm  loan  associations  and  the 
salary  of  the  secretary-treasurer  shall  be  paid  from  the  general  funds  of  the 
associations;  and  the  board  of  directors  is  authorized  to  set  aside  such  sums 
as  it  shall  deem  requisite  for  that  purpose  and  for  other  ^qpenses  of  sa&3 
amociation." 
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Mr.  Stkvexson.  *' Or  for  other  expenses  of  the  associations" — are  they  the 

words  upon  which  the  disbursement  is  based? 
Mr.  FiANNAOAN.  Yes- 
Mr.  Stbong.  The  Cact  is,  Mr.  McAdoo  and  Mr.  Palmer  disagreed. 
Mr.  WiNGO.  I  ttiink  iliat  disaiprement  is  apt  to  affect  this  bill  seriously. 

[Laughter.] 

Mr.  Lyman.  May  I  aslc  a  question  for  information? 

Mr.  Strong.  Of  course,  one  of  tlie  two  gentlemen  named  was  the  Attorney 
General  at  the  time,  and  I  supiK)se  his  opinion  is  entitled  to  be  taken  with 
more  weight  for  that  reason. 

Mr,  Lyman.  May  I  aslc  a  question  for  information,  because  of  the  point  I 
would  lilce  to  bring  out?  What  percentage  of  the  amount  of  the  loan  does 
the  present  secretary-treasurer  get?  Wliat  per  cent  for  making  the  loan? 

Mr.  Flannagan.  Ask  Grovemor  Cooper.  I  think  it  is  1  per  cent. 

Mr.  CJoOFEB.  The  secretary-treasurer  does  not  get  anytitdng.  The  associations 
get  not  exceeding  1  per  cent,  and  we  do  not  approve  any  ]^bn  whldi  gives  the 
secretary-treasurer  more  than  three-fourths  of  that. 

Mr.  Lyman.  In  that  connection,  as  I  understand  it,  there  has  been  a  ruling 
which  has  to  do  with  some  of  the  questions  that  were  asl^ed  as  to  why  the 
national  farm-loan  associations  have  not  functioned  better  than  they  have. 
I  am  not  willing  to  concede  that  they  have  not  functioned.  I  thinlt  they  liave 
made  a  large  and  profound  success,  in  consideration  of  the  difficulties  they 
have  encountered. 

I  understand  there  has  been  a  ruling,  based  upon  what  authority  I  do  not 
know,  to  the  effect  that  no  national  secretary-treasurer  can  be  paid  more  than 

$300;  is  not  that  true? 
Mr.  Cooper.  No,  sir, 

Mr.  Lyman.  We  have  letters  froui  national  farm-loan  associations — one  in 
Texas,  I  believe — where  they  make  a  great  many  loans,  where  they  make  ten 
times  or  twenty  times  the  amount  of  loans  that  are  made  in  some  of  the  other 
associations,  and  this  man  has  told  us  that  he  was  limited  to  that  small  amount, 
my  recollection  is  $300. 

Mr,  CooPKR.  Here  is  what  the  hoard  did  before  I  became  a  member,  and  it 
has  not  been  changed  since  ttiat  time:  The  t>oard  said  it  would  not  approve 
of  any  resolution  providing  for  additional  charge,  because  the  law  leaves  that 
with  the  hoard — no  initial  charsre  can  be  made  unless  the  Farm  Loan  Board 
approves — that  it  would  not  approve  of  any  initial  charge  if  the  association 
undertook  to  pay  its  secretary-treasurer  a  continuing  compensation  of 
ceedings  $300. 

You  want  to  bear  in  mind  that  "  continuing  compensation  "  iKIcause  he  gets 
three-fourths  of  1  per  cent  of  the  initial  charge,  and  then  for  the  other  duties 
he  has  the  board  would  approve  of  a  payment  of  $300. 

The  gentleman  you  have  in  mind,  I  think,  was  in  Texas,  and  his  compensa- 
tion was  about  $2,500  a  year  as  secretary-treasurer,  and  he  was  doing  all  the 
abstracting  for  the  associations,  and  he  never  did  say  eaxctly  what  he  w^as 
making.  He  was  a  good  secretary-treasurer,  I  want  to  say.  and  his  only  quar- 
rel with  the  board  was  that  the  board  thought  that  $300  as  continued  compen* 
sation,  plus  his  three-fourths  of  1  per  cent,  ought  to  be  enough. 

Mr.  Stbong.  The  initial  charge  on  the  loan? 

Mr.  CJooME.  The  initial  charge  on  the  loan  Is  1  per  cent,  and  he  could  have 
three-fourths  of  that,  and  in  addition  to  that  the  $900. 

Mr.  Lyman.  I  did  not  state  positively;  I  just  wanted  informatt<m. 
Mr.  Cooper.  That  is  the  ruling  the  board  made. 

Mr.  Lyman.  There  is  one  question  I  did  not  have  n  chance  to  auswer;  that 
was  Congressman  SteagalFs  question.  He  wanted  to  know,  as  T  recall  it,  about 
the  liability  of  the  present  borrowers  in  the  farm-loan  associations  as  compared 
with  the  liability  through  these  ne^vly  created  agencies.  This  bill  in  section  15 
gives  the  land  banlis  the  authority  to  designate  these  local  agents,  and  I  thinlc 
we  can  assume  that  they  will  be  the  commercial  banks,  because  the  American 
Bankers*  Association  has  been  working  on  this  through  their  represratatives 
for  a  long  tbna 

The  reason  why  the  security  of  these  associations  is  better  at  the  preset 
time  is  because  the  associations  indorse  the  loans  of  the  member  organizations. 
You  will  find  in  this  bill  there  is  no  such  indorsement.  The  memorandum  which 
I  wanted  to  give  you  is  here,  and  is  as  follows — I  should  say  this  is  from  the 
brief  of  Mr.  Lester  C.  Manson,  attorney  for  the  Federation  of  National  Farm 
Loan  Associations: 
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"  By  antborizing  the  unindorsed  loans  to  be  made  direct  by  the  bank  instead 
t>f  loans  made  throngh  anci  indorsed  by  the  farm-loan  associations,  the  whole 
plan  of  doing  business  is  changed.  The  risk  of  the  bank  is  increased.  The 
risk  of  the  associations  as  stoclvholders  is  increased.  The  security  behind  the 
bonds  is  decreased.  The  present  market  for  Federal  land-bank  bonds  will  be 
destroyed.  The  interest  rates  to  the  borrower  will  be  increased  and  his  divi- 
dends reduced. 

"A  market  has  l>een  created  for  Federal  land-hank  bonds  backed  by  indorsed 
loans.  Every  bond  house  handling  these  bonds  and  most  of  the  investors  know 
that  under  the  present  system  if  a  default  occurs  the  farm-loan  association 
4lhrough  which  the  loan  was  made  must  meet  the  payment.  Under  the  pres^ 
system  the  danger  of  a  loss  to  the  bank  is  remote.  The  bond  buyer  knows  that 
he  will  get  his  interest  when  it  is  doe  and  bis  principal  when  his  bond 
matures." 

Mr.  GoLDSBORouGH.  ilave  any  of  the  associations  had  experiences  that  ap- 
proached default? 

Mr.  Lyman.  Some  of  these  national  farm  loan  associations  up  in  North 
Dakota  have  been  having  a  hard  time  of  it,  and  they  have  had  to  take  care 
of  such  members  as  have  been  faced  with,  three  or  four  or  five  years  of  succes- 
sive crop  failures,  but  they  have  taken  care  of  titiat,  as  I  understand  it? 

Now,  then  to  continue:  "Under  the  method  provided  by  these  bills  all 
defaults  on  direct  loans  will  fall  upon  the  banks.  The  bank  assumes  an 
entirely  different  liability  and  its  bonds  constitute  an  entirely  different  kind  of 
security.  A  new  market  must  be  created  for  this  new  security.  Federal  land 
l)ank  bonds  are  now  selling  as  fast  as  offered  at  constantly  decreasing  rates 
of  interest.  AVhy  destroy  the  present  market  for  the  present  security  by 
substituting  something  else  that  will  require  higher  interest?'* 

You  will  tiind  on  page  17  of  this  bill,  beginning  with  line  4:  "Shareholders 
in  a  Federal  land  bank  under  this  provision  " — that  is,  the  provision  through 
the  newly-to-be-created  loan  agency— "  shall  be  held  individnally  responsible, 
-equally  and  ratab^,  and  not  one  for  anotiier,  for  all  contracts,  debts,  and  en* 
gag^nents  of  such  bank  to  the  extent  of  the  amount  of  stock  owned  by  them 
at  the  par  value  thereof,  in  addition  to  the  amount  paid  In  and  represented 
l>y  their  shares." 

You  see,  there  is  not  the  same  security  ban*  of  it 

Mr.  WiNGo.  Are  you  quite  sure? 

Mr.  Lyman.  I  am  quite  sure  of  that. 

Mr.  WiNGO.  Let  us  see  now.  You  may  be  right.  Under  your  present  law 
the  liability  of  the  present  law,  the  liability  of  the  m«aaber  of  the  association, 
is  identical  with  this  liablity  you  have  Just  read,  except  that  liability  Is  to 
Ills  local  assodatimt 

Ht.  Lticah.  Tes. 

Mr.  WiNGO.  Now  under  this  provision  you  have  just  read,  page  17,  unes 
4  to  9,  this  same  liability  of  the  shareholder  exists,  except  that  liability  is 
to  the  bank  and  not  to  the  local  association.  Under  the  present  law  the  initial 
liability  of  the  shareliolder  is  to  his  local  association;  the  local  association 
in  turn  is  liable  to  the  bank  on  all  the  losses  of  that  particular  association. 
It  looks  to  me  at  first  blush,  as  a  lawyer,  that  they  have  simply  straightened 
out  that  and  said  that  the  initial  liability  of  the  shareholdw,  instead  of  being 
to  the  local  association  shall  be  to  the  bank  and  shall  have  tJie  right  same 
customary  100  per  cent  limit  Is  not  that  true? 

Mr.  FlIiANNAOAN.  No. 

Mr.  Stevenson.  The  trouble  about  that  is  that  is  a  liability  of  the  share- 
holder, but  t  he  liability  of  some  of  the  shareholders  in  one  county,  that  i» 
all  in  one  association,  is  limited. 

Mr.  WiNGO.  Yes,  I  see. 

Mr.  STE^^NSO^^  The  whole  association  ultimately  becomes  liable. 

Mr.  WixCxO.  Here  is  the  viewpoint  he  was  presenting  there,  as  I  get  it,  that  it 
was  destroying  the  security  back  of  the  bonds.  I  think  possibly  it  may  add  to 
it  Why?  Because  it  makes  every  shareholder  liable  to  the  bank  directly  on 
ail  losses  of  that  bank  in  a  gSven  instance^  whereas  now  he  is  only  liable  to  his 
local  association. 

Mr.  Strong.  It  increases  the  security. 

Mr.  WiNGO.  It  iner^ses  the  security,  and  I  tliinlt  might  be  urged  as  an 

objection. 

Mr.  Lymak.  I  do  not  so  understawd  it. 
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Iffr.  Fi^vNNAOAN.  Let  me  say  a  word  there.   The  liability  is  to  the  whole 

:association,  and  the  whole  association  on  every  loan.  And  when  you  put  in 
the  <louble  liability  of  the  shareholders  of  the  Federal  land  bank  you  put  in 
a  liability  that  (-an  not  arise  until  the  Federal  land  bank  fails;  consequently, 
the  Federal  land  l)ank  is  primarily  liable  and  this  security  is  taken  away.  He 
becomes  a  shareholder  in  the  Federal  land  bank.  You  can  not  assert  a  claim 
.against  a  shareliolder  until  the  bank  fails. 

Mr.  Stevknson.  Whereas  in  the  other  cases  you  can  assert  it  as  soon  as  the 
ttellow  lias  failed  to  pay  his  debt. 

Mr.  Wmoo.  We  are  talking  abont  tlie  bondholders*  The  bondholder  now 
looks  primarily  only  to  the  bank*  If  there  is  a  loss  now  in  the  local  association, 
that  is  a  qnestion  between  the  bank  and  the  local  association,  but  the  security 
back  of  the  bond  is  the  thing  I  am  talking  about.  I  do  not  believe  that  is 
^chanired  at  alb  because  you  have  the  aggregate  liability  of  each  shareholder 
to  the  same  limit  and  the  same  measure;  that  is,  the  customary  100  per  cent 
equally  and  ratably  that  still  exists  and  is  back  of  the  bank.  The  bondholder 
lutw  has  back  of  him  the  bank.  Now  included  in  the  assets  of  that  bank  is 
its  right  to  go  on  to  the  local  association  and  hold  it  liable  for  the  defalcations 
•of  any  member  of  that  association.  So,  in  the  last  analysis  you  simply  shift 
the  initial  liability  of  the  shareholder,  so  far  as  the  hcmdhcdder  is  concerned, 
from  his  liability  to  the  local  associatiiHi  to  a  liability  to  the  bank  bs  to  which 
the  bondholder  In  both  cases  goes  primarily;  is  not  that  true,  Mr.  Flannagan? 

Mr.  Flannagan.  I  do  not  think  it  is.  My  thought  is  different  from  that  as 
far  as  the  bondholder  is  concerned.  The  bondholder  has  as  security  the  assets 
of  the  Federal  land  bank.  The  Federal  land  l)ank  now  has  as  a  part  of  the 
assets  the  ultimate  security  of  a  double  liability  of  the  shareholders  of  the 
association  in  case  the  association  fails.  But  if  the  bondholder  wants  to 
4is^ert  against  the  Federal  land  bank  the  double  liability  of  the  bank's  own 
shareholders,  he  can  not  assert  it  nntil  the  bank  has  failed.  Nobody  can  au»t 
tibat  <4aim ;  the  claim  does  not  esdst  until  tbe  Federal  land  bank  has  Called  to 
meet  its  obligations. 

Mr.  WiNGo.  Is  not  that  true  now? 

Mr.  Flannagan.  No;  because  they  have  the  local  association  back  of  it. 

Mr.  "Wixno.  You  still  do  not  catch  my  theory.  The  association  is  not  liable 
ti>  the  bondholder  now.  It  is  liable  to  the  bank  and  the  assets  to  which  the 
'Jioldholder  can  look.  Now,  are  the  assets  of  the  bank  listed,  and  among  those 
assets  of  the  bank  is  the  double  liability  of  the  association,  which  in  turn  has  a 
doable  liability — ^not  the  double  liability  of  the  assoeiatton,  but  the  equal  lia- 
bility, which  in  turn,  among  these  assets,  has  the  liability  of  the  fiAiai^old»s. 

Now,  in  this  bill  here  you  Iiave  simply  transferred  that  liability  of  the  share* 
Jiolders  from  the  local  assiK-iation  to  a  liability  to  the  bank  directly,  and  so 
the  bondholder  still  has  back  of  him  the  liability  of  ttie  shareholdert  though 
it  conies  throujrh  a  different  j>riniary  a.cr(^ncy. 

Mr.  Flannagan.  The  sliareholder's  double  liability  can  not  be  enforced  until 
the  Federal  land  bank  fails. 

Mr.  WiNGO.  The  bomiholder  can  not  enforce  a  lial>ility  against  the  associa- 
.tion? 

Mr.  WujumAQAN.  Not  nnttl  the  Federal  land  bank  defaults.  The  Federal 
land  bank  itself  must  assert  the  additional  liability  against  the  shareholders  of 
the  association.  Nobody  else  can  assert  it 

Mr.  Wtngo.  Is  not  tliat  true  now? 

Mr.  Flannagan.  Yes;  because  the  Federal  hwul  himk  has  trot  a  claim  against 
Ihe  association,  and  in  case  the  association  fnils  the  Federal  land  bank  has  an 
asset  which  is  a  secondary  claim  against  tlie  sliareholders  of  the  association, 
but  under  the  Stron^r  bill  it  can  not  have  a  se<*ondary  claim  against  its  own 
shareholders,  because  that  can  nut  exist  until  the  bank  fails. 

Mr.  WiNQo.  All  right  By  doing  away  with  the  local  association  yon  produce 
the  same  l^al  effect  from  the  standpoint  of  the  bondholder  as  if  the  association 
had  failed,  so  far  as  the  liability  of  the  shareholder  is  concerned*  The  cftiare- 
jiolder  bec^omes  liable  undw  the  change  to  tlie  bank? 

Mr.  Flannagan.  Yes. 

^Ir.  WiNGo.  Ti»e  bondholder  now  <  an  nor  ri^ach  the  shareholder,  nor  the  local 
nssociation  at  all  except  throuj^rh  tlie  l)ank,  as  one  i»f  the  assets  of  the  bank? 

Mr.  Flannagan.  The  bank  itself  can  not  reaeli,  except  through  the  bank, 
that  is  true.  Hut  tlie  bank  itself  can  not  assert  the  claim  of  double  liability  lui- 
til  the  bank  itself  has  defaulted. 

Mr.  WiNGO.  That  Is  tme  in  both  instances. 
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Mt,  St£V£Kson.  You  will  get  at  the  solution  by  taking  a  speciflc  case.  Here 
Is  the  Bank  of  Columbia  which  issues  and  sells  a  thousand-dollar  bond,  and  Mr. 
Morgan  buys  it  He  has  a  thousand-dollar  claim.  That  claim  is  backed  by  five 
farmer  mortgages  coming  from  the  Chesterfield  Association,  of  $2100  eadi? 

Mr.  Flannagan.  Yes. 

air.  Stevensox.  Let  us  see  what  tlie  security  for  that  is?  In  the  first  case^ 
those  five  I'ellows  each  have  ."i  per  cent  uf  stock  and  they  are  liable  for  that, 
They  liave  a  personal  liability  ot  5  per  cent  of  that  loan,  which  is  $50  alto- 
gethei\ 

Mr.  PrjLWTNAGAN.  Yes. 

Mr.  Stevenson.  But  the  default  is  made  on  the  bank. 
Jlr.  FiANNAGAN.  Yes. 

Mr.  Stevenson.  The  holder,  Mr.  Morgan,  goes  back  oa  the  Bank  Of  Oolumbia; 
he  does  not  bother  with  the  Chesterfield  Association. 

Mr.  Flaxxagax.  That  is  correct. 

Mr.  Stevkxsu.x.  IJiu  when  iie  goes  back  there  the  bauk  Ims  failed. 

Mr.  Plannacax.  Yes. 

Mr.  Stkvexsox.  And  wlieu  they  look  into  it  they  find  that  two  of  tliese  fellows- 
have  failed  to  pay  their  debts. 

Mr*  But  whm  he  goes  bade  to  the  bank,  before  the  bank  has 

failed,  and  says,  "  I  want  you  to  collect  that  asset,"  the  Federal  land  bank  can 
collect  it,  if  be  is  a  shareliolder  of  the  association;  he  can  collect  it  thronsh  the 
assochition. 

Mr.  Stevensox.  The  land  bank  can  do  it? 

Mr.  Flannagan.  Yes. 

Mr.  Stevenson.  But  not  the  bondholder? 

Mr.  Fr^vNNAGAN.  The  land  bank  can  collect  from  the  association  for  the  benefit 
of  the  bondholder,  but  the  land  bank  can  not  collect  it  for  the  benefit  of  the 
txmdbolder  firom  its  own  sliareholders. 

Mr.  SiBVSNSON.  No ;  because  it  has  foiled. 

Mr.  FI.ANKAGAN.  Exactly.   But  in  the  other  case  it  does  exist. 

Mr.  Stevenson.  But  he  goes  back  now  to  the  Chesterfield  Association.  The 
Columbia  bank,  having  to  make  good  this  bond  to  Mr.  Morgan,  goes  back  to 
the  Chesterfield  Association,  and  says:  "I  want  my  money"? 

Mr.  Flannagan.  Yes. 

Mr.  Stevenson.    Here  is  $400  of  this  that  has  not  been  paid.   I  want  that 
collected."   Then  the  association  adds  his  liability. 
Mr.  FiANNAOAN.  Yea 

Mr.  Stevenson.  And  every  f^ow  in  it  is  liabte? 
Mr.  Flannagan.  To  the  association ;  yes. 

Mr.  Stevenson.  To  the  association.  So  that  the  Columbia  bank  lias  every 
man  in  the  Chesterfield  Association  liable  to  it  for  that  default  of  $400? 

Mr.  Flannagan.  As  it  stands  to-day. 

Mr.  Stevenson.  And  if  they  do  not  get  $400  out  of  the  two  fellows  who  owe 
it,  they  get  it  out  of  the  balance  of  the  fellows? 

Mr.  FXANNAOAN.  The  fellows  who  are  liable.  Very  well,  now.  Take  the 
other  case.  Go  a  little  further  and  say  that  the  Federal  land  bank  comes  and 
it  has  its  own  shareholders  it  wants  to  go  against  How  wiH  it  collect  it? 

Mr.  SixvKNSON.  Its  own  shareholders? 

Mr.  Flannagan.  Its  own  shareholders. 

Mr.  Stevenson.  Its  own  shareliolders  is  tliat  Cliesterfleld  Association? 

Mr.  Flannagan.  No  ;  its  own  shareholders  under  the  Strong  bill  has  changed; 
its  own  shareholders  will  be  the  farmer. 

Mr.  Stevenson.  But,  I  say,  under  the  law  it  is  now. 

Mr.  Flannagan.  Oh,  under  the  law  as  it  is  now,  you  can  collect  it. 

Mr.  Stevenson.  It  goes  on  to  the  association,  and  the  association  has  got  to 
make  it  good  to  its  shareholders,  but  if  yon  dumge  it,  then  you  diminate  the 
associations  alMSolutely. 

Mr.  Flannaoan.  That  is  the  point  I  make. 

Mr.  Stevenson.  And  tb«e  is  just  one  feUow  who  has  fallen  dovm  on  his 
$200  loan? 

Mr.  Flannagan.  Yes. 

Mr.  Stevenson.  And  it  goes  on  him  and  forecloses  the  security  and  get  what 
it  can,  and  that  is  the  end  of  it,  except  that  that  fellow  has  some  stock  in  the 
bank ;  that  stock  can  be  forfeited  for  the  debt? 

Mr.  Flannagan.  That  stock  can  he  forfaited  for  the  d^»  bnt  the  Federal 
land  bank  can  not  enforce  double  liability         the  new  law  as  j^^oposed. 
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Mr.  Stevenson.  But  his  penalty  of  100  pes  cent  is  now  available  if  the  bank 

is  a  running  concern? 
Mr.  Fi^ANNAGAN.  That  is  right. 

Mr.  Steagat.l.  As  I  understand  you,  \tm  raised  tho  point  that  the  bonds  of 
the  banlv  up  to  now.  or  the  system  up  to  )n)\v,  have  been  sold,  predicated  upon 
ii  certain  well-defined  sort  of  security ;  and  that  to  provide  now  for  loans  upon 
differait  security  to  the  agents  would  change  the  character  of  the  security  being 
held  by  the  bondholda-  at  this  time? 

Mr.  Lthak.  It  seems  that  way  to  me. 

Mr.  Stkaqau:^  In  other  words,  you  take  tlie  position  that  there  is  a  difference 
between  incorporating  the  provision  for  direct  loans  in  the  system  at  this  time, 
having  run  as  it  has  been  up  to  now,  and  the  original  provision  of  the  bill  when 
the  system  was  started;  and  I  think  I  see  the  force  in  that  position. 

Mr.  LYifAX.  My  position  is  that  I  thinli,  considering  tlie  handicaps,  the  sys- 
tem has  functioned  remarkably  well. 

Mi\  Steagalt..  I  favored,  wlien  this  bill  was  first  under  consideration,  putting 
iu  a  provision  for  direct  loans  by  agents,  because  I  realized  that  at  least  in 
my  section  of  the  country  the  people  were  going  to  be  slow  organising  associa- 
tions and  taking  advantage  of  the  system.  But  I  recognize  that  that  was  a 
different  situation  from  what  we  are  confronted  with  at  the  present  time  and 
after  the  stystem  has  been  operating  as  it  has  under  the  preset  provisions  of 
the  law. 

Mr.  Lyman.  My  l>elief  is  flint  if  many  of  the  influences  tliat  are  at  work  to 
change  tliis  system  are  successful  now  and  the  farmers  lose  the  machinery  of 
their  associations  later  on,  if  such  unfriendly  influences  can  be  successful  now, 
they  may  be  successful  in  doing  other  things  to  the  systtem,  because  they  do 
not  want  this  kind  of  a  thing  in  Amwican  agriculture.  They  fought  it  tooth 
and  nail ;  and  if  they  can  win  out  now,  then  the  next  finishing  steps  will  be 
taken  later.  I  do  not  know  just  how  these  steps  will  be  taken.  I  am  not  saying 
that  the  board  will  sanction  it;  I  am  not  saying  that  the  board  is  lending  itself 
intentionally  with  any  malice  aforethought  to  this  thing.  My  plea  is  for  these 
national  associations  now.  There  ought  to  be  a  lot  more  of  them.  We  have 
only  taken  care  of  a  minority  of  the  borrowers  in  this  country. 

My  plea  is  not  only  for  the  associations,  but  it  is  also  for  these  future  poten- 
tial borrowers,  and  if  we  go  ahead  with  the  present  act  and  use  the  plan  as 
mapped  out — except  for  the  temporary  amendmmit  which  takes  away  the  right 
to  elect  permanent  directors  by  the  farmers— my  iteeling  is  that  the  rates  ue 
going  to  go  down  the  way  they  have  in  Europe.  They  ought  to  be  4  per  eeat 
with  amortization,  and  not  over  4^  with  the  amortization. 

It  is  going  to  be  a  wonderful  thing  for  American  agriculture,  and  the  fact 
that  the  influences  which  are  opposed  to  this  act  will  see  later  on  that  this  is 
a  very  w^ise  plan  to  get  interest  rates  down  to  the  producer,  to  make  home 
owners  of  these  tenant  farmers,  and  so  on.    Six  per  cent  is  a  pretty  high  rate- 
Mr.  Strong.  Tlie  rate  is  5i  per  cent  now. 

Mr.  Lyman.  It  is  5i  per  cent  now,  though  I  believe  that  the  Joint-stock  land 
bank  has  a  higher  mte;  I  think  there  is  a  dilferenee  of  one-half  pw  cmL 
In  that  connection,  you  know  that  the  joint-stock  land-bank  bonds  are  not 
indorsed  the  way  the  farm-loan  bonds  are  indorsed. 

iOso  obsen^  in  that  ccmneetion  that  these  joint-stodc  land  banks  elect  all 
their  directors. 

Mr.  Strong.  In  your  statement  before  the  committee  you  asserted  the  pre- 
sumption that  the  agents  to  be  appointed  under  this  bill  would  probably  be 
bankers? 

Mr.  Lyman.  Yes,  sir ;  most  of  them ;  bankers  or  loan  agenta 
Mr.  Stbong.  My  hitration  and  my  t&on^  was  that  tiie  cmtrary  might 
result.  At  the  presait  time,  in  my  own  district,  some  of  the  f  arm*loan  associa- 
tions are  not  foncticmteg  because  the  secretary-treasurers  are  banlcers,  and 
some  of  the  farmers  are  urging  the  appointment  of  an  agent  be  authorized,  so 
that  they  can  have  somebody  appointed  wiio  is  not  a  banker. 

Mr.  Steagalu  Why  do  Uiey  not  turn  out  the  secretary-treasurer  and  put  in 
another  one? 

Mr.  Strong.  Because  in  some  cases  they  are  popular  men  and  very  promi- 
nent financiers  in  the  community,  I  have  asked  that  question,  and  they  do 
not  seem  to  want  to  begin  the  movement  to  oi^t  them. 

In  another  county,  for  instance,  we  have  no  cooperative  loan  association  at 
all,  and  efforta  have  been  made  to  oi^anise;  but  it  has  been  said  that  when 
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efforts  were  made  to  get  10  farmers  together,  that  the  joiut*stock  land  baufc 
went  to  some  of  the  farmers  and  made  the  loan  and  thus  prevented  the  organi- 
zation of  tlie  ort^anizatioii. 

Now.  tlie  result  is  that  in  some  parts  of  my  district  the  farm-loau  associa- 
tions  are  funeiioniii^  well  and  making  loans  to  the  farmers;  but  in  other  parts 
they  are  not  fmictionin^^  at  all,  and  the  farmers  are  getting  no  service  from 
this  system.  And  my  purpose  and  my  idea  of  tlie  amendment  appointing 
agrats— and  it  has  been  so  for  two  or  three  years — was  to  enable  the  commu- 
nities where  there  was  no  proper  farm-loan  association  to  secure  the  appoint- 
ment of  an  agent  tliat  would  make  the  loan.  In  other  words,  my  thought  was 
to  take  out  the  red  tape  and  ignore  anybody's  interest  except  that  of  the- 
farmer,  and  to  enable  the  farmer  to  secure  the  loan  with  the  least  possible 
trouble. 

You  are  interpreiing  it  lo  mean  that  it  is  done  to  break  down  the  system. 
IMy  idea  was  that  it  was  done  for  the  purpose  of  building  up  the  system  and 
the  better  to  serve  the  farmer. 

Mr.  CooPEB.  This  amendment  provides  that  when  there  are  10  of  these  indi- 
vidual borrowers  in  any  community  they  may  form  an  association? 

Mr.  Steono.  Yes. 

Mr.  Cooper.  And  the  purpose  of  that,  I  want  to  state,  is  to  serve  in  a  terri- 
tory which  is  not  served  by  ttie  association.  Some  places  can  not  get  10 
farmers  together,  and  as  soon  as  they  have  10  they  may  form  an  association 

if  they  wish. 

Mr.  Strong.  The  last  clause  in  this  bill,  which,  provides  for  the  forming  of 
association,  elinunates  the  objection  that  the  appointing  of  an  agent  may 
break  down  the  associations,  because  the  appointment  of  agents  might  more 
easily  make  10  farmers  loans  who  afterwards  could  be  organized  into  an 
association. 

Mr.  Stk^oaxx.  What  would  be  the  object  of  forming  the  associations  if  they 
get  the  mcmey?  To  say  they  may  organise  after  they  get  the  money?  I  have 
been  an  advocate  of  the  plan  for  direct  loan.  Mr.  Jjyman'B  objection  is  that 
it  presents  a  different  situation  now  to  attempt  to  change  iSie  law  after  we 
started  out. 

Mr.  STiiox'j.  To  answer  the  question  why  they  form  the  associations  after 
they  get  the  money,  then  why  muiutuiu  tlie  associations  after  they  have  se- 
cured loans? 

Mr.  Stevenson.  Simply  because  under  the  present  system  when  the.\'  have 
organized  an  association  and  gottra  loans  they  have  committed  themselves  to 
liabilities,  and  have  got  an  investment  th^  of  5  per  cent,  and  it  is  a  valuable 
one  because  it  pays  interest,  whidh  enables  them  to  reduce  the  loan. 

Mr.  Strong.  The  5  per  cent  investment  follows  just  the  same. 

Mr.  Steagali  .  The  fact  remains  they  orgiuoisse  these  associations  for  th» 
purpose  of  borrowing  money? 

Mr.  Stkong.  Certainly  ;  and  the  purpose  of  this  system  is  to  get  the  farmer 
the  money,  and  if  he  .uets  it  by  an  agent  and  gets  it  in  that  manner  iiuicker 
and  better,  why  should  he  not  have  the  opportunity  to  do  soV 

Mr.  Ltman.  These  points  come  up  that  have  direct  beariuij  on  my  ;statement. 

Mr.  Strong.  Go  ahead  with  your  argument. 

Mr.  Ltman.  There  is  a  very  binding  reason  why  we  should  maintain  the 
association  after  the  loan  has  been  obtained,  and  that  is  so  that  they  may 
continue  loans  to  others,  and  also  exercise  intelligent  choice  of  the  officials  in 

the  land  banks.  1  gave  you  an  illustration,  and  I  think  it  was  germane,  about 
rlie  life-insurance  companies  with  stockholders  scattered  all  over  the  country, 
thousands  in  nuniber,  who  can  not  exercise  intelligent  choice.  But  if  they 
maintain  associations  out  in  Kansas,  Nebraska,  Arkansas,  and  in  all  the  other 
States  and  watch  the  situation  they  can  elect  good  directors  and  they  can 
prevent  an  overthrow  of  their  system ;  they  can  prevent  the  passage  of  such  a 
law  as  this  if  ^feigr  are  minded  to  do  it. 

Mr.  SxBONO.  They  could,  but  my  contention  is  that  this  law  is  In  the  interest 
of  the  man  who  wants  to  borrow  the  moni^,  and  il  he  undwstood  It  he  woirid 
not  want  to  defeat  it. 

Mr.  Lyman.  Let  us  assume  the  present  law  is  a  perfect  law  for  the  sake  of 
argument.  Then  let  us  assume  that  there  are  forces  endeavoring  to  destroy 
the  system.  Through  the  associations  they  can  mobilize  t(»  prevent  any  change 
to  this  jyevfect  system,  but  they  can  not  do  it  if  they  ar<^  scattered  out  as 
individuals  and.  if  bankers  and  others  are  going  to  act  for  tliem  who  tlo  not 


l!^£D£BAL  f  AKM  IX>AK  AGT* 


7T 


approve  of  and  are  opposed  to  a^cultural  cooperation  in  all  of  Its  eoBOitial 

features. 

Mr.  Strong.  Mr.  Flannagan  will  go  on  to-morrow  morning,  and  the  eommittee 

will  now  take  a  recess  until  30.30  a.  m. 

(Thereupon,  at  4.35  p.  m..  the  committee  adjourned  to  meet  to-morrow,  Fri- 
day, January  5.  1923,  at  10.30  o  clock  a.  m. 


Oouurrtm  on  Bankino  and  OuBJEffiNcr, 

HOUSflS  OF  BSPBfiSENTATIVKS, 

The  committee  met  at  10.30  o'clock  a.  m,,  Hon.  James  G.  Strongs  presiding. 
Mr.  Stboko.  The  hearing  will  be  resumed,  Mr.  Elannagan,  db  jm  wish  ta 

proceed? 

Mr.  FiAjffNAOAN.  1  am  ready  to  proceed  if  the  committee  widies  to  hear 
me  now. 

STATEMENT  07  W.  W.  FLANNAGAN,  SECBETASY-TBEASITREB 
AND  QENEBAL  AGENT  OF  THE  FEDSBATION  OF  FABX  LOAN 
ASSOCIATIONS,  WASHINGTON,  C. 

Mr.  Flannagan.  I  was  secretary  of  the  congressional  joint  committee  which 
framed  the  farm  loan  act  for  18  months.  Senator  Hollis  was  chairman  of  tlie- 
mortgage  branch  of  that  committee,  it  having  been  divided  into  two  branches, 
one  for  mortgage  loans  and  one  for  personal  credits.  I  was  in  almost  daily 
contact  with  him  for  that  period,  and  consequently  have  had  an  opportunity  of 
neing  familiar  with  the  formation  of  the  farm  loan  act  and  for  the  reasons  that 
controlled  in  many  of  its  provisions. 

I  have  prepared  a  short  statement  which  I  should  like  to  read.  It  will  tafce- 
hut  10  or  15  minutes.  Then  if  the  gentl^oieii  desire  to  aak  me  any  ^^estlkma 
I  shall  be  glad  to  answer  them. 

At  the  present  time  I  am  tlie  secretary-treasurer  and  general  agent  of  the 
Federation  of  National  Farm  Loan  Associations,  originally  organized  as  the- 
"  National  Union  of  Farm  Loan  Associations,"  and  am  representing  tliem  in  that 
capacity  here  to-day. 

Mr.  Stsono.  Would  you  prefer  to  finish  your  statement  without  toterruption ; 
would  it  inconvenience  you  to  answer  questions  as  you  go  along? 

Mr.  Flannagan.  Just  as  you  choose;  I  have  my  statement  wiitt^  but  as; 
the  statement  is  so  short,  I  thought  I  bad  perhaps  b^ter  n^d  it  and  you  could 
question  me  afterwards. 

Mr.  Strong.  Very  well. 

Mr,  Flannagan.  This  bill  introduced  by  Congressman  Strong,  of  Kansas,  is 
a  move  to  carry  out  the  recommendations  for  changes  in  the  farm  loan  act 
made  by  the  Farm  Loan  Board  in  its  fifth  annual  report.  The  only  variation 
is  that  in  that  report  the  board  asked  authority  to  remove  the  secretary-treas- 
urers under  certain  conditions,  which  the  Strong  bill  does  not  give  them  au- 
thority to  do*  These  recommendations  have  already  been  so  thoroughly  dis- 
cussed, a&d  so  uniformly  condemned  by  the  national  farm-loan  associations, 
that  it  is  amazitig  an  effort  should  be  made  to  carry  th«n  into  effect  unless 
it  be  announced  in  the  open  that  the  destructiga  of  these  associations  is  desired 
and  intended. 

Senator  Fletcher,  in  his  speech  on  the  floor  of  the  Senate,  February  3,  1922,. 
has  distinctly  shown  that  the  provisions  of  this  bill  if  enacted  into  law,  would 
nulUl^  the  intent  of  Congress  in  passing  the  farm  loan  act ;  would  destroy  the 
cooperative  features  of  that  law ;  would  deprive  the  farmers  of  the  country  of 
the  financial  indepmdence  which  that  law  sought  to  give  tlu^  and  instead  of 
providing  them  a  method  wherry  the  development  of  agriculture  would  be 
directed  by  tliem  (subject  to  the  supervisory  control  of  the  FaimLoan  Board) 
the  purposes  of  the  act  are  to  be  perverted  so  that  the  farmers  may  furnish 
tlie  necessary  capital  by  mortgaging  their  farms,  but  so  that  the  direct  manage- 
ment is  to  be  centered  in  and  controlled  by  a  politically  constituted  board  at 
Washington,  and  its  appointees. 

Of  course,  if  Congress  desires  to  cliangv  the  whole  intent  and  purpo.se  of 
the  farm  loan  act,  and  tliat  is  understood,  then  there  is  nothing  more  to  be 
said. 

The  bill  in  question  proposes  as  fcdlows: 

I'irst.  That  the  salaries  and  expenses  of  the  farm-lean  buveftu  shall  be* 
paid  by  a  semiannual  asseseonrat  upon  the  Federal  and  Joint-stocfc  land 
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bank>s  in  proi>ortion  to  assets,  thus  reducing  the  dividend  capacity  of  said 
bank«  and  forcing:  the  farmer  to  pay  for  the  support  of  the  only  bureau  in 
the  Treasury  havin^;  supei'vision  of  their  financial  affairs,  but  leaving  all 
other  bureaus  to  be  provided  for  by  annual  appropriations  out  of  the  general 
fund.  Why  not  assess  the  national  banks  for  the  expenses  of  the  bureau 
of  tlie  Comptroller  of  the  Currency?  Are  the  farmers  more  prosperous  than 
the  banks?  Or  is  the  lust  for  additional  power  so  consuming  that  the  board 
must  have  the  power  of  taxation  added  to  its  otiier  functions? 

The  sec<md  provision  of  the  hUl  is  that  the  law  giving  the  national  farm  loan 
associations  the  right  to  elect  six  out  of  nine  directors  of  the  Federal  land 
baulcs  be  changed  whereby  the  associations  may  elect  three,  the  Farm  Loan 
Board  appoint  three,  and  these  six  select  a  seventh;  in  case  of  a  tie  vote, 
the  farm-loan  cunuumissioner  tu  decide.  It  removes  from  the  act  the  provision 
thai  one  of  the  directors  appointed  by  the  Board  shall  be  an  actual  farmer 
and  substitutes  the  provision  that  the  seventh  director  to  he  thus  selected 
sliall  be  an  actual  farmer,  but  as  it  makes  no  provision  for  his  compensation 
and  leaves  him  out  of  the  management  of  the  central  Federal  land  bank  sub- 
sequently provided  in  the  Strong  bill  to  be  organized,  this  provision  is  a 
mere  camoiiaage  and  is  intended  to  leave  the  control  and  management  of 
the  Federal  land  hanks  with  the  directors  appointed  by  the  Farm  Loan  Board, 
in  direct  conflict  with  the  purpose  and  intent  of  the  farm  loan  act 

Thir<l.  That  a  central  Fetleral  land  hawk  be  chartered  by  the  Farm  Loan 
Koard.  to  be  located  in  Washin.j:t<»n  and  mana^aMl  by  n  l>oard  of  directors 
consisting  of  the  12  presidents  of  the  Federal  land  banks,  having  a  capital 
sto<*k  snbscribed  exclusively  by  tlie  Federal  iand  banks. 

As  yon  will  observe,  the  hrst  bill  introduced  by  Congressman  Stroi^,  Novem- 
ber 27,  provided  that  the  members  of  the  Farm  Loan  Board  should  also  be 
director  in  this  central  bank,  but  the  subsequent  bill  (H.  K.  13125)  whiai 
he  introduced  eliminated  that  provision.  Whether  or  not  it  was  snbseqnently 
seen  that  putUng  the  members  of  the  board  as  directors  of  the  centi-al  bank 
reduced  their  power  I  do  not  know,  but  presumably  that  is  the  reason  that 
it  was  taken  out,  as  we  have  seen  no  evidence  heretofore  of  any  desire  on 
their  part  to  have  their  power  reduce. I.  It  will  be  noted  that  of  the  12 
bank  presidents,  constituting  all  the  directors,  none  will  reside  in  Washington, 
and  hence  the  direction  of  the  affairs  of  the  central  bank  will  rest  with  the 
Farm  Loan  Board.  This  bank  is  to  have  such  salaried  mployees  as  the 
dir€^ors  may  determine  and  exjeatdse  all  the  coi^porate  powers  now  exercised 
by  the  Federal  land  banks.  No  bank— 4hat  is,  no  Federal  land  bank— can 
issue  bonds  unless  fihe  central  bank  approves  an  application  to  issue,  and 
then  bonds  of  the  central  bank  are  to  be  issued  for  account  of  the  applying 
bank.  All  bond  issues  of  the  central  bank  are  to  be  guaranteed  by  each  of 
the  12  Federal  land  banks,  and  all  payments  by  them  of  principal  and 
interest  are  to  be  made  through  the  central  bank.  The  central  bank  is  to 
be  the  depository  of  the  other  banks,  and  its  bond  issues  are  to  be  exempt 
from  taxation.  This  presents  an  exemplification  of  something  quite  unique 
in  tmance.  One  body  of  men.  A,  we  wiU  call  them  (the  board),  appoints 
another  body,  B  (the  bank  presidents),  to  apply  tor  a  charter  granting 
authority  to  B  under  the  supervist<m  of  A  to  control  and  manage  the  property 
of  0  (the  stockholders),  neither  A  nor  B  having  any  pecuniary  interest  or 
responsibility  in  such  management,  leaving  C  without  any  voice  or  control 
therein.    I  consider  that  quite  a  unique  proposition  in  finance. 

This  provision  is  another  exemplification  of  the  desire  for  power,  and  for 
centralization  of  authority  in  the  hands  of  political  appointees.  No  special 
authority  has  been  given  by  the  stockholders  of  the  Federal  land  banks  to 
its  ofiicers  to  make  a  subscription  to  the  stock  of  a  ceatral  bank  and  no  snw* 
authority  now  esdBtB  undar  the  law.  These  ctfteers  have  not  even  been 
elected  by  the  stodbchold^,  nor  Imve  ih^  asked  any  consent  of  the  stockholders 
to  have  this  done,  but  without  any  shadow  of  authority  from  them,  it  is  pro- 
posed to  pass  a  law  tiddng  their  property  and  investing  it  where  it  will  be 
subject  to  charges  for  management,  with  a  double  liability  for  any  misman- 
agement. In  addition  thereto,  it  would  seem  unwise  to  give  any  ground 
to  the  enemies  of  the  system  for  raising  another  question  in  the  courts 
whether  or  not  the  guaranteed  bonds  of  a  central  Federal  land  bank  are  the 
same  as  farm  loan  bonds,  exempt  from  taxation  under  the  decision  already 
rendered  by  the  United  States  Suprme  CJourt 

Fourth.  That  the  National  Farm  Loan  Association  may  be  voluntarily 
liquidated  hy  authority  of  two-thirds  of  its  sbaf^oldero,  when  approved  by 
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the  Federal  land  bank  of  the  district  and  the  Farm  Loan  Board,  provided  it 
has  no  debts.  As  the  present  law  provides  for  the  consolidation  of  associa- 
ticms,  it  would  seem  that  everything  de^ratfle  can  be  accooo^iiflbed  1^  con- 
solidation (in  those  cases  where  associations  are  inactive  or  desire  to  quit 

taking  new  business)  that  separate  liquidation  can  accomplish.  Unless  it 
is  intended  that  the  Farm  Loan  Board  shall  rule  that  the  indorsements  of 
associations  on  existing  mortgages  does  not  constitute  a  debt,  liquidation  is 
impossible  without  the  payment  and  cancellation  of  all  such  mortgages,  and 
this  is  not  practical. 

The  law  provided  for  the  liquidation  of  Federal  land  banks  and  joint 
stock  land  banks,  but  it  did  not  provide  for  liquidation  of  farm  loan  asso- 
^dations,  and  it  was  not  intended  they  should  liquidate,  because  their  obli- 
gation was  continuous^  running  over  a  period  of  30-odd  years,  and  while 
one  f^ow*B  d€i>t  was  being  paid  off  another  would  be  substituted.  Liquida- 
tion was  soui^t  to  be  accompli^ied  by  ccmsolidation,  allowing  the  existing 
farm  loan  associations  to  take  care  of  those  farm  loan  assodations  which 
desired  to  quit  business  or  w^ere  inactive.  Consolidation  of  associations  does 
not  scatter  the  holdings  of  the  stock  of  the  Federal  land  banks  into  individual 
units,  and  probably  this  is  the  reason  and  the  purpose  of  this  proposed  chan.ire, 
in  order  that  the  cooperation  of  local  borrowers,  through  the  national  farm 
loan  associations,  may  thus  be  destroyed.  Consolidation  preserves  the  lia- 
bility of  the  association  for  such  indorsements  and  retains  the  security  to 
the  bondholder  wbidi  sodh  ind<Krsmrat  gives.  Liquidation,  as  proposed, 
takes  away  the  security  from  the  bondholder  without  his  c<msent  and  to  that 
extent  is  a  violation  of  an  existing  contract  with  him. 

Fifth.  That  the  maximum  loan  allowed  any  one  borrower  shall  be  in- 
creased from  $10,000  to  $25,000  and  beyond  $25,000  to  any  amount  (when 
specifically  approved  by  the  Farm  Loan  Board)  that  joint  stock  land  banks 
may  be  authorized  to  make  loans.  The  farm  loan  act  was  intended  primarily 
lor  the  benefit  of  small  farmers,  and  especially  to  discourai^e  tenant  farming  ; 
and  if  competition  between  Federal  land  banks  and  joint  stock  land  banks 
is  desired  to  be  encouraged,  there  se^ns  to  be  no  objection  to  this  provision, 
especially  if  Senator  Fletcher's  bill  (S.  620)  be  made  a  law  so  that  these 
will  be  an  unlimited  demand  tbroiMB^  a  broad  and  constant  market  for  the 
sale  of  farm  loan  bonds. 

My  own  personal  judgment  is  that  it  would  be  better  for  the  general  welfare 
to  pass  the  Fletcher  bill  and  retain  the  maximum  loan  at  $10,000  for  the  Fed- 
eral land  banks,  making  this  amount  the  minimum  loan  for  the  joint-stock  land 
banks,  so  as  to  destroy  any  competition  and  thus  give  each  class  of  banks  a 
separate  field  of  usefulness.  It  should  be  remembered  that  the  maximum  rate 
of  interest  which  the  borrower  may  be  charged  is  fixed  by  law  and  is  the  same 
for  both  classes  of  banks.  Also,  that  the  maximum  gross  profit  is  equally  lim- 
ited to  1  per  cent  beyond  the  interest  rates  the  banks  hare  to  pay  on  their  bonds. 
Hence  any  dividends  to  the  shareholders  who  fumfdi  the  capital  most  craie  ont 
of  whatever  can  be  saved  from  this  1  per  cent  over  and  above  the  expense  of 
management  and  bad  debts.  The  capital  in  the  case  of  the  Federal  land  bank 
is  furnished  by  the  farmer  borrowers;  in  the  case  of  the  joint-stock  land  bank 
It  is  furnished  by  those  who  are  willing  to  thus  invest  their  money;  and  it  is  a 
mistake,  in  my  opinion,  to  begrudge  them  the  reasonable  profit  which  the  law 
providea  Agriculture  gets  the  benefit  of  all  the  money  the  joint-stock  land 
banks  can  borrow  on  their  bond  issu^ 

Sixth.  That  sectimi  15  of  the  fttrm  loan  act  be  eliminated  and  a  new  section 
be  substituted,  which  provides  that  direct  loans  may  he  made  to  borrowers  at 
the  discretion  of  the  Farm  Loan  Board  through  agents  to  be  designated  by  the 
Federal  land  banks ;  such  agents  to  be  paid  a  commission  by  the  borrower,  who 
is  to  subscribe  5  per  cent  of  his  loan  to  the  stock  of  the  Federal  land  bank  and 
be  entitled  to  vote,  assuming  a  double  liability  thereon  similar  to  shareholders 
of  national  banks. 

This  proposed  change  of  the  law  appears  innocent  on  its  face,  as  if  intended 
to  expecttte  the  making  of  loans,  but  in  point  of  fact  it  yiolates  every  principle 
rxpon  which  the  farm  loan  act  is  based,  destroys  the  cocq^erative  features  of 
timt  aet»  ^iminates  a  part  of  the  security  htid  by  bondholderg,  and  potentially 
destroys  national  farm-loan  assodations.   The  fi^^Jfications  are  as  follows : 

(a)  Direct  loans  througli  agents  under  the  present  law  can  be  made  only  in 
those  localities  where  after  a  year's  esqierience  no  farm-loan  associations  have 
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been  established  and  It  is  apparent  none  can  be  formed;  such  agencies  are  to 
be  discontinued  whenever  the  district  r^resented  can  be  adequately  s^ed  by 

a  farm-loan  association,  thus  showing  it  was  the  intent  of  the  law  to  make 
agencies  subservient  to  the  associations.  The  Strong  bill  allows  their  ai^int- 
ment  at  the  discretion  of  the  Farm  Loan  Board. 

(b)  Every  agency  under  the  present  law  is  required  to  be  a  banking  institu- 
tion chartered  by  the  law  of  the  State  in  which  it  is  located,  and  it  is  required 
to  indorse  the  loan  to  the  Federal  land  bank  and  be  responsible  therefor,  as  if 
the  loan  had  been  originally  made  by  said  agent  as  principal  and  sold  by  said 
agent  to  said  land  bank.*' 

The  aggregate  of  such  loans  can  not  exceed  ten  times  the  indorsing  agent^s 
capital  and  surplus.  Under  the  Strong  bill  any  individual  may  be  appointed 
agent,  and  he  is  not  required  to  guarantee  or  indorse  the  loan,  nor  is  he  limited 
in  the  amount  he  may  negotiate.  Under  the  present  law  an  agent  represents  a 
responsible  bunking  institution  and  its  indorsement  means  a  security  to  the 
farm-loan  bondholders;  under  the  Strong  bill  an  agency  means  an  agent  or 
representative  of  the  Federal  land  bank,  acting  for  the  bank's  account,  on  the 
basis  of.  a  commission,  without  assuming  any  responsibility.  Under  the  present 
law  the  bondholder  has  in  addition  the  baiefit  of  the  care  in  the  selection  of 
loans  which  responsibility  glvea  Under  the  Strong  bill  the  commission  the 
agent  receives  is  the  measure  of  his  interest  therein,  whether  the  loan  is  good 
or  bad. 

(c)  Under  the  present  law  it  was  clearly  the  intent  of  Congress  that  the 
Federal  land  banks  should  be  farmer  banks,"  to  be  controlled  by  the  farmers 
acting  cooperatively  through  their  local  associations.  It  is  expressly  stated 
that  they  only  shall  have  voting  privileges  permanently. 

It  was  designedly  omitted  from  the  law  that  borrowers  through  agencies 
should  have  the  ri^t  to  vote,  ttie  contrary  being  specifically  stated,  and  it 
Is  ^cpressly  provided  that  all  original  stockhold^  shall  be  paid  off  and  have^ 
their  stodc  cancelled  from  the  stock  subscriptions  made  by  the  National 
I'^irm  Loan  Associjitions,  this  showing  the  intent  to  have  these  associations 
the  exclusive  voting  shareholder  of  the  banks,  their  members  being  made- 
doxibly  liable  for  any  indebtedness  of  the  association  to  the  banks. 

You  understand  when  this  original  subscription  was  made  to  the  bank  bv 
the  Government  the  stock  was  otfered  to  the  public,  but  the  public  was  not 
encouraged  to  take  it.  The  Government  subscribed  in  this  form,  but  only  as- 
a  temporary  loan,  some  $8,800,000. 

Mr.  CooFEB.  Seven  hundred  and  fifty  thousand  to  ea<di  bank. 

Mr.  Fu«NAGAN.  But,  the  actual  amount  subscribed  was  about  $8,800,00(X 
The  law  provided  that  those  individuals  who  subscribed  at  that  time  should  be 
paid  off  at  the  same  time  the  Government  was  paid  off.  The  point  I  want  tO' 
make  is,  that  it  was  the  intent  of  Congress  that  the  Farm  Loan  Associations 
should  be  the  exclusive  voting  shareholders,  as  at  that  time  it  was  luiown. 
that  individuals  could  not  vote,  if  they  did  subscribe. 

id)  The  substitution  of  individual  double  liability  of  borrowers  throu^ih 
agencies  as  proposed  in  the  Strong  bill,  does  not  supply  the  security  given  the 
bond  holder  by  the  endorsment  of  a  farm  loan  association.  The  unpaid 
liability  of  an  assodaflcm  to  a  Federal  land  bank  is  a  claim  against  each  of 
its  members  to  the  extent  of  his  stockholding,  while  the  claim  f<Mr  the  double* 
liability  of  a  stockhoder  of  the  Federal  land  bank  con  not  arise,  so  long  asr  the 
bank  is  solvent.  In  one  case  the  bank  is  a  creditor;  in  the  other  the  primary 
debtor.  The  bank  can  collect  from  an  endorsing  association  in  case  the 
borrower  is  a  member  of  an  association  which  defaults.  It  can  not  collect 
from  a  borrower  holding  its  own  stock  on  a  stock  liability  which  does  not 
exist  The  stockholder's  double  liability  can  only  arise  from  an  unpaid  debt  of 
the  ba«1r, 

In  view  of  the  fact  that  the  farm  loan  associations  now  own  upward  of 
85  per  cent— perhaps  it  is  nearer  90,  I  do  not  know  the  exact  flguie— of  the 
stock  of  the  Federal  land  banks,  it  is  difficult  to  see  any  useful  purpose  ac- 
complished by  giving  borrowers  through  agencies  the  voting  privU^  as  pro- 
posed in  the  Strong  bill.  The  ulterior  purpose  of  the  movement  can  only  be 
to  destroy  among  the  farmers  every  vestige  of  cooperation  for  banking  pur- 
poses, by  scattering  tlieir  primary  organizations  into  individual  units. 

That  is  all  I  have  to  say. 

Mr.  Stbong.  Mr.  Flannagan,  I  believe  you  said  that  you  appear  before  the 
committee  as  the  represratative  and  as  the  secretary  of  the  National  Federatioa 
pf  Farm  Organisations. 
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Mr.  Fla.nnauan.  Yes,  sir;  the  Federation  of  isational  Farm  Loan  Associ- 
ations. 

Mr.  Stbong.  The  Federation  of  National  Farm  Loan  Associations ;  you  are 
their  secretary? 

Mr.  FuLXNAGAN.  Yes;  and  the  treasurer  and  the  g^ieral  Hgmt.^ 
Mr.  Strong.  What  salary  do  you  rec^ve  as  secfetary? 

Mr.  Flannagan.  Xune. 

Mr.  Strong.  You  receive  no  compensation  at  all? 

Mr,  Flannagan.  For  the  last  two  years  I  have  received  practically  nothing. 
Mr.  Strong.  Is  it  contemplated  that  you  will  continue  in  that  capacity  with- 
out salary? 

Mr.  FI.ANNAGAN.  As  loug  as  I  feel  like  it,  I  suppose  I  will.  In  point  of 
fact,  they  did  grant  me  a  salary  of  $4,500  provided  the  salary  came  in,  but 
the  Farm  Loan  Board  ruled  that  the  association  could  not  use  corporate  funds 
for  the  purpose  of  contributing  to  the  expenses  of  the  federati<m.   In  conse- 

((uenee,  all  of  the  money  that  came  in  has  been  the  personal  contributions  of 
the  individnals  and  that  money  has  been  used  in  sending  out  circulars  and 
for  various  «»ther  thin^rs,  so  that  up  to  December  20,  1920  I  drew  a  salary, 
but  for  the  last  two  years  they  still  owe  me;  it  is  a  debt  I  would  sell  pretty 
cheap  to  you,  Mr.  Strong, 

Mr.  Strong.  I  am  not  in  the  market;  I  am  a  poor  man  and  not  al)le  t<»  in- 
vest in  speculative  matters  of  that  kind.  But,  if  your  association  should  be 
able  to  have  join  it  enou^  of  those  corporate  associations  and  the\  should 
make  payment  of  the  dues,  your  salary  would  be  paid? 

Mr.  Flaxnagax.  Yes;  niy  salary  would  be  paid  if  that  ruling  did  not  hold^ 
because  the  associations  would  very  willingly  contribute  the  amount,  but  it 
is  a  ditTerf^nt  jtroposition  when  men  have  to  ixo  down  in  their  pockets;  it  is 
hard  to  pull  individual  money  out  of  a  fellow's  pocket. 

Mr.  Stko.\(:.  That  is  true.  Who  organized  this  National  Federation  of  Co- 
operative Associations  V 

Mr,  Flankaoax.  I  suppose  that  the  Board  of  Farm  Organizations  were  tlie 
pec^le  who  first  suggested  it  of  which  Mr.  Ljrman  is  secretary— the  National 
Board  of  Pami  Organizations— and  he  aeAned  me  if  I  would  like  

Mr.  Strong.  Where  do  you  have  your  offices? 

Mr.  Flannagan.  In  the  Farmers'  Buildinc^  at  1731  I  Street. 

:Mr.  Stboag.  That  is  the  buUding  of  the  National  Board  of  Farm  Organiza- 
tions? 

Mr.  Flannagan.  Yes,  sir. 

Mr.  Strong.  When  was  this  organization  started? 
Mr.  Flannaoan.  The  Federation? 
Mr.  SxBONO.  Yes. 

Mr.  Flannagan.  Two  or  three  years  ago;  I  can  tell  you  in  a  moment.  It 
commenced  in  August;  1920  I  think;  at  the  time  I  resigned  as  secretary  of 

the  board  :  it  was  eith(M'  1f»l9  or  1920. 
:Mr.  STj^<r>ci.  You  say  it  was  at  the  time  you  resigned  as  secretary  of  the 

Federal  Farm  Loan  Board? 
Mr.  Flannauan,  Yes,  sir. 

Mr.  Strong.  How  lon^^  were  you  secretary  of  the  Federal  Farm  Loan 
Board? 

Mr.  Fr^\NNAGAX.  Four  years. 

Mr.  Stbong.  And  it  was  after  you  ceased  to  be  secretary  of  the  Federal  Farm 
Loan  Board  that  this  board  of  Farmers'  Ck»operative  Associations  was  or- 
ganized nationally? 

Mr.  Fi.AXNAcAx.  Yes.  sir. 

Mr.  SiiiO.No.  You  hH\e  had  tlie  principal  part  in  the  or^^ni^tion.  have  you 
not? 

Mr.  FlANNAGAN.  I  am  not  the  president  of  the  association, 
Mr.  Stbo^g.  Who  is  the  president? 
Mr.  FiANKAGAN.  M.  Elwood  Gates,  of  Brentwood,  Calif. 
Mi\  Strokg.  But  you  have  the  active  managem^t? 

Mr.  FiANKAGAN.  Yes;  I  am  the  active  man  represrating  them  ha  Wash- 
ington. 

Mr.  MacGea^gob.  Is  that  the  same  a^  the  National  Board  of  Farm  Oi^aniza- 

tions? 

Mr,  Fla:vnagan.  Xo.  ' 

Mr.  WiNGO.  While  I  liave  only  been  in  Congress  a  short  time.  I  liave  dis- 
covwed  that  the  commercial  banks  have  organizations;  tlie  railroaUa  have 
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organizations;  the  brewers  used  to  have  organizations  and  stiil  tiave;  the 
manufacturers  have  organizations.   Do  you  know  of  any  other  group  of  people 
in  tliis  country  that  has  not  an  organization  here  In  WaeAlngton? 
Mr.  Flannagan.  No ;  I  do  not  know  of  any. 

Mr.  WixGo.  Do  you  know  of  any  reason  why  tlie  farmers,  enquired  in  this 
ooor)eiative  effort,  should  be  denied  a  privilege  exercised  by  every  other  group 

in  the  United  States? 

Mr.  Flannagan.  I  do  not  know  of  any  reason. 

Mr.  AViNGo.  You  are  not  aware  of  any  moral  turpitude  beiui:  involved,  are 
you? 

air.  Flannagan.  May  I  answer  Mr.  Wingo's  question  as  to  why  objection 
shouM  be  made  to  this  organization  as  distinguished  from  all  the  others  by 
quoting  from  the  remarks  of  Senator  Walsh  of  Montana?  He  gave  the  answ^. 

"Sir.  WiXGo.  The  chairman  is  interested. 
Mr.  Steong.  You  are  replying  to  Mr.  Wingo. 

Mr.  Flanxagax.  Senator  Walsh  says  on  the  floor  of  the  Senate: 
In  connection  with  the  statement  made  by  the  Senator  from  Florida,  I 
wish  to  observe  that  some  time  ago  the  farm-loan  associations  of  the  country, 
taking  counsel  with  each  other,  deemed  it  advisable  to  organize  thmselves 
into  a  national  federation  of  fftrm-Ioan  associations  for  the  promotion  of  their 
general  and  common  interesta  Such  an  association  was  formed*  and  ae^ed 
a  membership  fee  of  $10  from  each  of  the  constituent  associations.  Some  of 
them  paid  the  amount  from  their  association  funds,  when  the  Farm  Loan  Board 
served  notice  upon  the  associations  that  such  use  of  the  money  of  the  associa- 
tions was  in  violation  of  the  law,  and  a  suggestion  was  made  that  criminal 
prosecutions  ^vonlcl  he  instituted  against  any  association  which  utilized  any  of 
its  funds,  even  to  the  extent  of  $10,  for  such  a  puiT)ose. 

"  A  careful  study  of  the  law  has  convinced  me  that  the  Farm  Loan  Board 
is  entirely  in  error  in  its  interpretation  of  the  law,  and  I  have  introduced  a 
bill,  which  is  now  pending  before  the  Agriculture  Committee,  to^  authorlsse  the 
expenditure  of  this  amount  of  the  association's  funds.  I  hope  to  secure  action 
by  the  Committee  on  Agriculture  upon  the  bill  very  shortly. 

"The  point  is  that  the  Farm  Loan  Board  does  not  want  these  associations 
to  or^'anize  and  federate  themselves  for  the  purpose  of  considerincr  the  lecrisla- 
tion  that  is  here  pending  before  Congress  or  to  suggest  legislation  to  improve 
the  present  Federal  farm  loan  act.  It  prefers  to  be  the  sole  body  making 
recommendations  to  Congress  as  to  what  legislation  should  be  enacted  or  as 
to  what  legisl£ition  should  not  be  raacted. 

"  Another  act  on  the  part  of  ^e  Farm  Loan  Board  that  seems  to  me  to  be 
open  to  serious  criticism  is  tlie  obvious  obstacle  that  it  places  in  the  way  of 
the  farm-loan  associations  being  appropriately  represented  upon  the  directorate 
of  the  farm  land  banks,  the  stock  of  which,  of  course,  is  held  to  a  very  large 
extent  by  these  associations  themselves." 

Thiit  is  his  exphuiation  of  it.  It  is  found  in  the  Congresi^ional  Record  of  the 
proc*HMlings  of  February  3,  1922. 

Mr.  WiNGO.  I  would  infer  from  that  statement  of  the  Senator's  that  there 
has  been  some  suggestion  that  the  board  is  opposed  to  your  organization ;  is 
that  true? 

Mr.  FukNKiGAN.  Yes ;  imdoubtedly  it  is  true.  They  would  never  have  made 
such  a  ruling  uidess  they  were  opiK)sed  to  the  organization. 

Mr.  Strong.  ^Ir.  Flanna.;?an,  how  many  of  these  cooperative  farm  loan  as- 
sociations are  there  row? 

Mr.  Fl  ^  ^  XAGAK.  T'lere  are  probably  4,200.  I  will  ask  Governor  Cooper  to 
answer  t!  ;tt. 

Mr.  Cooii  li.  Nearer  4,600. 

Mr.  Flaa.nagan.  Well,  about  4,600. 

Mr.  Stkong..  About  4,600? 

Mr.  Flanxagan. 

Mr,  Stiiong.  How  many  of  the  4,600  are  in  your  organization? 
Mr.  FrANNAOAN.  Abont  300  only. 

Mr.  Strong.  Mr.  Lyman  in  his  testimony  yesterday  said  something  over  200. 

Mr.  Flannagan.  Ho  corrected  it  and  said  300. 

3rr.  Strong.  It  is  about  300;  you  do  not  know  exactly  how  many? 

ilr.  Flannagan.  I  think  297,  to  give  it  exact. 

Mr.  Strong.  Not  10  per  cent  of  the  cooperative  farm-loan  associations  are 
repj-esented  in  your  organization? 
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Mr.  Flannagan.  Nor  10  per  cent  are  represented  by  the  payment  of  a  mem- 
bership fee.  There  are  a  jrood  many  more  represented  in  another  way.  for 
this  reason  :  A  snit  was  instituted  by  tlie  Farm  Loan  Association  of  Brentwood, 
Calif.,  to  compel  the  Farm  Loan  Board  to  carry  out  the  permanent  organization 
as  provided  in  the  law,  and  there  were  many  contributions  for  the  expenses 
«  of  that  suit  from  associations  that  were  not  members  of  our  organization ;  so, 
in  tliat  way  they  are  affiliated  with  us. 

Mr.  Stbong.  But  they  are  not  members  of  the  association? 

Mr.  Flak2<;aqan.  Not  members  in  the  sense  of  having  paid  tlie  membersb4» 
fees. 

Mr.  Stkong.  Then  tliere  is  less  than  10  per  cent? 

Mr.  Flannagan.  Yes. 

Mr.  Strong.  Of  the  cooperative  associations,  members  ol:  yotur  association? 
Mr.  B^LAKNAGAN.  That  is  quite  true. 

Mr.  SrntoNG.  Now,  I  take  it  from  your  remarks  that  you  think  the  Federal 
Farm  Loan  Board  is  opposing  your  organization. 

-\Ir.  Flanxagan.  I  certainly  do. 

Mr.  Strong.  And  there  is  a  controversy  then  between  the  Federal  Farm 
Loan  Board  as  a  govei-nmental  agency  and  your  association? 

Mr.  Flannagan.  I  do  imt  know  whether  there  is  any  controversy:  I  think 
they  are  very  niuili  oitposed  to  the  orj^anization  in  which  I  am  interested,  but 
I  do  not  tlunk  there  is  any  controversy  except  as  I  have  stated  tlie  fact. 

Mr.  Stkoxg,  You,  in  your  remarks,  not  only  object  to  nearly  every  clause  of 
the  bill  but  you  ratber  object  to  increasing  the  amount  of  loans  that  may  be 
made  from  $10,000  to  $25,000. 

^Ir.  Flannaga??.  I  do  not  object  to  that  provision. 

Mr.  Strong.  You  do  not  object? 

Mr.  Flannagan,  No. 

Mr.  Strong.  Bnt  your  ar^^ument  was  against  it. 

Mr.  Flannagan.  I  said  what  niy  personal  opinion  was;  but,  in  point  of  fact, 
niy  organization  has  passed  a  resolution  approving  it. 

Mr.  Stkong.  They  are  in  favor  of  that  clause  of  the  bill? 

Mr.  Fi^nxagan.  Not  in  favor  of  that  clause  of  your  bill,  but  of  that  change 
in  the  law. 

Mr.  Strong.  If  it  was  in  some  other  bill,  they  would  favor  it 

Mr.  Flannagan.  It  is  in  other  bills. 

Mr,  Black.  Will  you  permit  me  to  ask  one  question  there.  I  understood 
you  to  say,  and  it  is  my  understanding  also,  that  the  principal  purpose  of  the 
farm  loan  a<  t  was  to  afford  the  small  borrower  an  opportunity  to  get  money 
at  a  low  rate  of  interest  and  on  an  amortization  plan  of  payment. 

Mr.  Flaxxagax.  Yes. 

Mr.  Black.  The  thought  I  have  in  mind  about  this  provision  to  increase  the 
low-limit  loan — and  you  having  made  a  careful  study  of  it,  I  want  to  get  your 
opinion — and  that  is,  by  raising  this  loan  limit  to  $25,000  and  by  the  provision 
in  the  law  which  permits  a  loan  for  any  kind  of  past  indebtedness,  that  yoa 
will  virtually  admit  into  the  system  potootially  all  Of  the  farm  loans  of  tte 
counti'y,  speaking  in  tlie  aggregate.  * 

ilr.  Flanxagax.  You  raise  two  qnestions.  one  as  to  the  increase  of  loans 
and  the  other  the  applif-ation  of  the  proceeds  of  the  loan. 

Mr.  Rla(  K.  The  two  in  the  law  will  virtnally  admit  all  into  the  system. 

Mr.  Flaxxagax.  I  am  opposed  to  the  application  of  the  proceeds  of  the  h^an 
for  the  payment  of  any  indebtedness ;  I  should  think  the  law  should  stand  as 
it  is;  it  ought  to  be  to  pay  indebtedness  Incurred  for  agricultural  purposes. 

Mr.  Black.  That  would  leave  you,  as  to  those  two  applications,  only  favor* 
ing  the  increase  In  the  loan  limit? 

Mr.  Flanxagax.  I  have  no  objection  to  the  increase  in  the  limit.  I  stated 
in  my  examination  in  chief  that  I  really  thought  the  best  for  the  general  wel- 
fare was  to  have  the  n^axinnun  limit  of  the  Federal  land  banks  the  minim^im 
limit  of  the  joint-stock  land  banks. 

Mr.  Black,  I  think  there  is  a  good  deal  of  merit  in  that  suggestion.  The 
thought  I  had  in  mind  was  the  original  purpose  of  the  farm  loan  act  was  to 
be  accomplished  by  reason  of  the  tax-exempt  feature  and  also  by  reason  of  the 
low  l<mn  limit,  so  that  the  offering  of  the  bonds  would  not  be  so  great  but  that 
they  would  be  absorbed  at  a  low  rate  of  Intwest.  Now,  if  we  go  and  raise 
this  loan  ihnit,  it  stands  to  reason  there  will  have  to  be  a  vary  mudi  ^reati^ 
ofFerinir  of  bonds  in  order  to  take  care  of  the  incKAsed  business. 

Mr*  FhA^jSAGAS^  Yes. 
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Jlr.  Black.  Now.  will  that  not  naturally  result  in  a  higher  rate  of  Interest 
to  the  borrower;  that  is,  the  tendency  would  be  to  increase  the  interest  rate 
because  of  the  inability  of  the  nmrket  to  absorb  the  bonds  at  tlie  low  rate  of 

interest. 

;Mr.  Flaxnagax.  My  opinion  is  the  small  fanner  should  be  served  first.  If 
there  was  a  liniitod  anionnt  of  money  tlie  small  farmer  should  have  the  pref-  * 
erence.  My  further  thought  is  that  if  we  can  ^:et  tlirou.^rh  Senator  Fletcher's 
bill,  (S.  620)  so  as  to  utilize  farm  loan  bonds  as  collateral  security  for  re- 
discounts with  the  Federal  reserve  banks  by  the  member  banks,  that  you  will 
have  such  a  broad  and  constant  market  for  farm  loan  bonds  that  you  will  get 
nU  the  money  you  want. 

Mr.  Black.  We  are  discussing  this  particular  bill  and  not  Senator  Fletcher's 
bill,  and  it  is  quite  clear  in  my  mind  if  you  assume  tliat  there  is  an  inexhausti- 
ble market  for  these  bonds  at  this  rate  of  interest,  then  the  small  borrower 
^vill  not  be  interfered  with  by  the  increase  in  the  loan  limit. 

Mr.  Flaxnagax.  Yes. 

ilr.  r>LA(  K.  lUit,  if  we  assume  the  marliet  has  limiteil  the  low  rate,  then,  to 
increase  rhat  will  necessarily  raise  the  rate  of  interest  to  the  small  borrower. 

Mr.  Flannagan.  It  is  thought  it  will?  That  increase  of  the  limit  does  it? 

Mr.  Black.  It  would  do  this ;  it  is  bound  to  increase  the  offerings  of  the 
bonds  if  we  take  care  of  the  new  borrowers. 

Mr.  Fr.AXNiGAN.  Yes. 

Mr.  Black.  Have  we  any  assurance  tliat  the  market  will  continue  to  absorb 
this  iniToased  otTorin.^  of  bonds  at  the  present  low  rate  of  interest? 
Mr.  Flan,\a^;an.  1  am  inclined  to  think  so. 

Mr.  Black.  Is  there  not  danger  that  we  will  glut  the  market  witii  farm  loan 
bonds  and  compel  a  rise  in  the  interest  rate  in  order  to  continue  to  market 
them?  ♦ 

Mr.  FiANNAWAN.  That  is  a  matter  oi  opinion. 

Mr.  BuiCK.  But,  we  are  running  the  risk — do  you  not  think  we  are  running 
the  risk,  of  increasing  tl^e  interest  rate  to  the  very  man  that  the  system  was 

designed  to  take  care  of  and  protect? 

Mr.  Flanxagax.  T  think  that  an  unlimited  amount  of  bonds  can  he  sold, 
sufficient  to  meet  agricultural  needs. 

T^Ir.  Steagall.  Thv  board  has  been  offering  the  bonds  at  Stated  intervals, 
and  in  some  quantities, 

Mr.  Flannagan.  Yes. 

Mr.  Steagall.  Having  in  view  the  suggestion  of  Mr.  Black  that  the  demand 
would  not  be  sufficient  to  absorb  the  large  offerings,  and  that  would  operate 

to  terminate  their  activities  temporarily. 

Mr.  Flanxagax.  I  do  not  think  the  board  has  offered  as  many  as  it  should. 
Mr.  Black.  I  do  not  think  so  myself ;  I  am  merely  saying  ^hat  their  practice 

has  been. 

Mr.  WixGO.  You  are  connected  in  an  advisory  capacity  vrith  the  jouit  com- 
mittee that  framed  the  farm  loan  act? 
Mr.  Flanxagax.  I  was  secretary  of  it. 
Mr.  WiNGO.  You  were  secretary  of  it? 
Mr.  Flankagan.  Yes. 

Mr.  Wmuo.  Yon  also  appeared  in  an  advisory  capacity  in  this  room  before 
this  committee  when  we  were  eanaldering  the  bill  and  te^^otteA  it  to  the  Etouse? 

Mr.  Flanxagax.  Yes,  sir. 

Mr.  WiNGO.  Is  it  not  true  that  at  that  time  the  reason  why  there  was  included 
in  the  act  two  separate  and  distinct  systems,  one  of  the  Federal  Land  Banlc 
System  and  the  other  the  Joint  Stock  Land  Bank  System;  is  it  not  true  that 
the  reason  for  those  two  separate  institutions  was  that  it  was  contended  that 
the  Federal  land  banks  should  take  care  of  the  small  loans,  which  at  that  time, 
and  now,  did  not  find  a  market  at  a  reasonable  rate  and  upon  reasonable  terms 
in  the  ordinary  farm  mortgage  market? 

Mr.  FukKNAOAN.  Yes. 

Mr.  WiNGO.  And,  then,  wa^i  not  the  joint-stock  land  bank  superimposed  upon 
the  system  on  the  demand  of  those  who  were  really  against  the  first  group, 
insisting  that  "  if  you  take  care  of  the  small  buncli  you  nmst  also  provide  equal 
facilities  for  the  large  farmers  of  the  United  States,"  even  thougli  they  were 
then  iretting  ample  funds  in  the  private-loan  market,  th*?  excuse  being  they 
were  i>eing  lield  up  for  commissions,  and  that  they  also  should  liave  the  benefit 
of  the  amortization? 

Mr.  FiANNAGAN.  I  think  that  is  true. 
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Mr.  WiNGO.  So  ttiat  the  system  at  that  time  contmplated  a  complete  system 
to  take  care  of  every  farm  loan  in  the  United  States  on  an  anoortization  plan? 

Mr.  Flannagan.  Yes. 

Mr.  WiNGO.  The  land-bank  system,  liandled  by  the  Govei'nment  as  a  non- 
profit-making cooperative  institution  to  take  care  of  the  smnll  credits  and  tlu* 
joint-stock  system,  was  made  a  private  profit-making  instiruti<m  Ix^cause  it 
was  invading  the  private  market  that  was  already  furnishing  facilities;  is  not 
that  the  intention? 

Mr.  FiANNAOAN.  I  think  tibat  is  tme. 

Mr.  WiNGO,  If  that  be  true,  what  is  the  necessity  of  giving  the  system  that 
is  created  for  the  benefit  of  a  small  borrower  the  right  to  go  into  the  field  of 
large  loans  that  already  have,  first,  a  private  market  at  o  per  cent  at  the  pres- 
ent time  with  1  per  cent  commission,  and  also  the  .ioint-stock  land  l)anks  witli 
the  amortization  features  and  a  low  interest  rate;  wliat  is  the  necessity'  from 
the  standpoint  of  the  farmer? 

Mr.  Flannagan.  I  do  not  l^now  that  the  necessity  exists,  but  I  can  readily 
see  why  the  Federal  land  banks  should  desire  to  have  loans  of  large  amounts 
which  are  in  the  great  majority  of  cases  a  better  loan,  easier  handled,  with  less 
percentage  of  expense,  tttjsax  a  smaller  loan. 

Mr.  WiNGo.  Have  you  ever  heard  of  these  land-bank  oflftcers  offering  any 
di^gestion  that  indicated  other  than  they  were  influenced  by  that  idea  that 
every  business  man  would  naturally  like  to  have  the  choicest  business  of  his 
particular  line?  Is  not  that  one  of  the  arjjuments  of  these  Federal  land-bank 
officers;  that  they  can  make  a  l^etter  showing;  tliat  their  loans  on  an  averajje 
would  be  safer  if  they  had  the  bigger  loans;  and  that  the  expense  per  unit  of 
loan  would  be  reduced? 

Mr.  Flannagan.  Yes ;  I  think  that  is  tme. 

Mr.  WiKGO.  Is  there  anything  in  this  biU  that  provides  for  the  reduction  of 
the  Initial  expense  on  the  small  loans  by  reason  of  the  proposed  saving  you 
say  they  are  going  to  make  in  the  higher  grade  of  business? 

Mr.  Flannagan.  Not  that  I  know  of. 

Mr.  WiNGO.  Isn't  it  a  fact  that  the  financial  interests  that  have  insisted  upon 
the  increase  of  the  maximum — I  am  not  talking  about  the  farm  organizations 
but  those  financial  theorists — has  it  not  been  insisted  by  them  that  tliis  system 
by  increasing  the  maximum  would  ultimately  eliminate  the  small  minimum 
and  get  rid  of  him  entirely?  Has  there  not  been  some  proposal  to  increase 
the  minimum  as  well  as  to  increase  the  maximum? 

Mr.  Flannagan.  I  do  not  know. 

Mr.  WiNGo.  Is  not  there  a  proposal  in  a  bill  priding  before  this  committee  to 
shut  out  entirely  the  real  small  loans? 

Mr.  Flannagan.  I  have  never  heard  that  the  minimum  has  been  proposed 
to  be  increased  beyond  a  hundred  dollars. 

Mr.  WiNGo.  It  has  been;  one  of  the  proposals  to  increase  the  maximum 
carries  with  it  a  raise  in  the  minimum  on  the  theory  that  it  is  to  petty  and 
to  expensive  a  business  for  the  Government  agency  to  fool  with;  that  is  the 
argument  that  has  been  made  Yon  are  familiar  with  the  workings  of  the 
joint  stock  land  banks,  aren't  yon? 

Mr.  Flannagan.  To  some  extent  At  the  time  while  I  was  secretary  of  the 
board  there  were  very  few  in  comparison  to  what  there  are  now. 

Mr.  Wingo.  Isn't  it  a  fact  that  they  are  organhdng  these  joint-stock  banks 
all  over  the  country? 

Mr.  Flannagan.  I  think  that  is  true, 

Mr.  Wingo.  Tliey  are  regarded  as  safe  and  profitable  institutions? 

Mr.  Flannagan.  Yes,  sir. 

Mr.  Wingo.  And  aren't  they  readllng  out  in  every  State  in  the  Union? 
Mr.  Flannagan,  I  think  so. 

Mr.  WiNQo.  And  aren*t  they  offering  to  every  lai^  ptanter  and  farmer  who 
wants  a  loan  over  $10,000  ample  f acilitieB  to  place  loans  vdtk  them  under  the 

amortization  plan  at  the  low  rate  of  interest? 
Mr.  Flannagan.  At  about  6  per  cent. 

Mr.  Wingo.  Then,  why  should  we  authorize  the  Federal  land  banks  to  do 

the  same  business? 

Mr.  Flannagan.  Understand  nie;  I  am  not  here  as  an  advocate  for  you  to 
increase  the  loan  limit  from  $10,000  to  $25,000.  I  said  I  favored  it;  I  am  not 
especially  advocating  it  My  own  thought  is  that  the  proper  solution  of  it  is 
to  stop  any  competition  between  the  two  classes  of  banks  by  having  the 
maximum  and  mbiimum  fixed  for  each. 
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Mr.  WixGo.  You  know  why  that  proposition  was  defeated  at  this  table, 
because  it  was  the  intention,  as  confessed  privately,  to  drive  the  Federal  land 
banks  out  of  the  field,  and  we  permitted  them  to  invade  tim  Federal  land  bank 
field. 

Mr.  Flannagan.  I  know,  Mr.  Win^ro,  it  was  proposed  to  make  the  maximum 
of  the  Federal  land  bank  the  miniinum  of  the  joint  stock  Innd  bank.  I  remem- 
ber one  of  the  committee  said  he  thought  that  was  a  foolish  thing  as  he  wanted 
them  to  be  eaten  up  by  the  Federal  land  banks. 

Mr.  WiNGo.  So  you  can  not  think  of  any  real  reason,  based  upon  the  phil- 
osophy of  the  Sural  Credit  Act,  why  we  should  

Mr.  Flannagan.  I  do  not  think  there  is  any  necessity  for  it. 

Mr.  WiNGo.  I  mean  necessity  from  the  standpoint  of  the  farmer,  not  the 
standpoint  of  the  banks,  and  having  them  do  a  big  business ;  I  am  talking  from 
the  standpoint  of  the  farmer  who  wants  an  amortization  phm  for  his  farm  loan 
at  a  low  rate  of  interest ;  that  is  the  man  I  am  talking  about  now.  Is  here  any 
necessity  from  his  standpoint? 

Mr.  FiJk.Ni?AGAN.  For  the  big  man  or  tlie  little  man? 

Jklr.  WiNGO.  Is  there  any  necessity  from  the  standpoint  of  any  American 
fanner  that  we  should  give  the  Fedwal  land  banks  the  same  msyimi^m  large 
loan  limit  titiat  the  joint-stock  bank  has? 

Jlr.  Flannagan.  I  do  not  think  there  is  a  necessity. 

Mr.  WiNoa  I  am  talking  about  the  farmer;  that  is  the  man  I  am  thinking 

about. 

Mr.  Flannagan.  It  is  desirable  from,  tlie  bank's  standpoint ;  I  think  it  is 
desirable  they  should  have  equal  facilities  with  the  joint  stock  land  banks.  I 
do  not  see  any  especial  objection  to  it.  If  you  want  them  to  go  into  competi- 
tion which  is  limited  by  the  maximum  rate  which  they  can  charge  the  farmer ; 
it  is  also  limited  by  the  maximmn  profit  they  can  charge. 

Mr.  WiNeo.  The  benefits  of  competition  from  the  standpoint  of  the  consumer, 
whether  it  be  commodities  or  crests,  is  a  lower  price? 

Mr.  Flannagan.  Yes. 

Mr.  WiNGo.  But  with  the  law  we  have  and  its  proposed  change,  would  fliat 
competition  between  these  two  systems  have  any  efEect? 

Mr.  Flannagan.  There  is  no  intent  to  change  the  law  tiding  the  ynflYiyif^iiyn 
rate  to  the  borrower  over  6  per  cent. 

Mr.  WiNGo.  Can  you  not  now,  even  with  these  Federal  land  banks  limited  to 
the  smaller  loans,  sell  th^r  bonds  at  a  good  deal  lower  rate  of  imtwest  than 
they  are  now  being  sold?  Were  not  the  bonds  yesterday  gobMed  np  at  101? 

Mr.  Ftannagak.  My  opinion  Is  ISney  can  be^  and  I  thindc  the  fsam&m  are 
entitled  to  it. 

Mr.  WiNGo.  So  there  is  no  necessity  from  the  standpoint  of  the  present  or 
prospective  marl^et  of  giving  a  higher  grade  of  securities  to  these  banks  in 
order  to  get  the  farmer  a  lower  rate  of  interest? 

Mr.  Flannagan.  I  do  not  think  so. 

Mr.  WiNGO.  If  we  want  to,  right  now  we  can  safely  reduce  the  rate  of  in- 
terest to  the  farmer? 
Mr.  Ftaknaoan.  I  think  so. 

Mr.  MAGOmoxKBu  Why  is  the  number  of  Joint-stodk  land  banks  decreasing? 

Mr.  Flannagan.  There  was  an  increase  the  oHk&e  day. 

Mr.  Black.  I  think  possibly  Mr.  MacGregor  has  an  idea  the  bill  does  that. 

Mr.  MacGregor.  No;  the  report  of  the  Comptroller  of  the  Currency,  printed 
December  5,  1921,  shows  there  were  31  joint-stock  land  banks  then  chartered; 
that  only  24  were  doing  business  at  the  close  of  business  October  31,  the 
charters  of  7  having  been  surrendered. 

Mr.  WiNGO.  These  organizations  are  now  about  63. 

Mr.  B*x.AKNA6AN.  Sixty-three,  I  think  it  is. 

Mr.  Bjlagk:.  I  think  it  is  conceded  by  everybody  that  there  is  quite  a  demand 
now  for  the  organization  of  them.   I  think  the  board  will  ai^ee  to  ttiat. 

Mr.  MacGregor.  They  have  more  than  doubled  in  a  year? 

Mr.  Black.  I  think  you  have  three  Jointrstock  land  hanks  antborised  to  do 

business  in  niy  State  now. 
Mr.  MacGregor.  How  mucli  money  have  they  loaned? 
Mr.  Flannagan.  $188,000,000. 

Mr.  MacGbeqob.  What  has  been  the  reason  for  the  sudden  jump? 

Mr.  f^NNAOAN.  I  think  there  were  several  reasons  for  it ;  they  have  become 
more  familiar  with  the  operation  of  the  law  and  ttiere  is  a  sood  market  for 
bonds;  it  is  also  printable  to  the  stoekh<Mer. 


mamAij  faioc  loas  act. 


87 


Mr.  Stbono«  Mr.  Blmnagan,  do  you  think  the  appointment  of  agents  would 
increase  or  lessen  the  opportmiity  to  the  farmer  to  get  the  money  from  tlie 
Federal  farm-loan  syst^? 

Mr,  Flannagan.  Do  you  mean  to  aiqpoint  agrats^  like  your  hill  contemplates 

without  any  indorsement? 

Mr.  Stbong.  Yes ;  to  appoint  agents  to  lend  the  money. 

Mr.  Flannagan.  I  think  that  wipes  out  the  purpose  of  the  law  and  de- 
(sreases  the  security  to  the  bondholders. 

Bfc.  Stbong.  The  purpose  of  the  law  was  to  lend  the  money  to  the  farmer 
at  the  lowest  possible  rate,  was  it  not?  ^         ^  ^^'^ 

Mr.  FtAWNAGAN.  The  purpose  of  the  law  was  to  create  a  financial  system 
ment  ™^  ^^^^      *  interest  for  agricultural  develop- 

Mr.  Stevenson.  Will  you  permit  me  to  interject  one  w>rd?  And  to  nenttit 
them  to  pool  tlieir  credits  in  order  to  get  it  cheap. 

Mr.  Strong.  Then  you  !)elieve  that  the  purpose  is  to  serve  the  farmer  by 
allowing  him  to  have  a  financial  association  of  his  own  management*;* 

Mr.  Flannagan.  I  believe  that  is  the  purpose  of  the  farm  loan  act  " 

Mr,  »mmQ.  This  system  having  been  created  and  functioning  now,  would 
not  the  femer  ]^  h^  mcoey  with  less  red  taije  and  easier  if  agents  could  be 
appointed  to  take  his  application  for  the  loan  and  put  it  through^  ■ 

Mr,  Fjlannagan.  But,  Mr.  Strong,  that  would  mean  that  every  Tom.  Dick 
2^^^^  negotiate  a  loan  without  reference  to  the  security,  and  nnl 
doubtedly  he  could  get  the  loan  quicker. 

Mr.  Strong.  That  is  not  what  the  bill  provides,  is  it*^ 

Mr.  FiANNAGAN.  Your  bill  provides  that  an  agent 'may  be  the  agent  of  a 
Federal  land  bank,  and  that  the  present  security  on  the  mortgages  tiiey  take, 
made  by  the  indorsement  of  the  agents,  shall  be  eliminated 

.*f%^TO03TO.  Yes;  but  you  do  not  think  the  Federal  land  banks  would  ap- 
point Tom,  Dick,  or  Harry  as  agente?  ^  ^ 

Mr.  FiANNAGAN.  I  do  not  know  wbom  they  will  appoint :  they  may  want  to 
make  a  political  machine  of  it.  I'l^     -  t       may  wane  to 

Mr.  Strong.  But  you  think  that  the  Federal  form  loan  haxOss  would  be  ant 
to  appoint  men  who  would  make  the  loans  properly,  don't  you^ 
that  I  do.  as  a  rule,  but  they  could  exercise  favoritism  even  in 

i.i^Li^I^n'''  ^^'^  appointing  of  agents  has  been  my  idea  ever  since  I  was 
elected  to  Congress,  for  the  reason  that  in  my  district  while  we  have  some 
2^1^**1?^^***"**  *****  function  very  finely  we  have  others  that  do  not 
wSf  ?tf«?^o/.r^  ?  "^^^^^  ^^"^  1^^^  association  that  does  function 
7  ni'  *®  ^\^IJ^^  .P**?  dividends  on  my  stock,  and  it  may  not  do  so,  and 
n  Zl^^^^""  '*  ^""^^  so  long  as  the  Secretarj-treasurer  goes 

out  and  makes  the  loans  to  the  farmers ;  but  in  other  counti^  in  my  dIsSrt 
the  farm  loan  associations  are  not  functioning,  and  in  one  coun^  in  my 
ff.hif  .JT^  ^""""^  ^''^}^^''  ^^^^  association.   What  I  want  to  do  is  to 

^i^fJS^  l^""^  ^^^^      Wichita  in  my  own  State,  where  there  are  no 

^l^^^^fL^  ^^^^^  they  are  not  functioning,  to  be  able  to  appoint 
f^^^^^^Lff^^^J^^""®  farmers  in  my  district  may  have 

^'  getttng  the  amortized  loans  under  this  farm  loan  system.  ^ 

Mr.  Flawkagan.  May  I  answer? 

Mr.  Strong.  Yes. 

Tt^Lf^^'lt^^''*  supplies  a  remedy  for  that  condition  as  it  stands. 

It  says  in  cases  where  the  farm  loan  associations  have  not  been  formed  w 

A  n'?hL''h  ^'^'r^i     ^^f""  ^^""^  agencies  can  he  esfa^^ 

« y«L  t^^^^  ^"^^        ^^^^^^^  ^""''^  ^''''^      say  to  the  assoS^ 

wOL^^lM""^  ''''^  accommodating  the  men  in  your  community;  if  yon  do 

L^i^t^x,^^^^^^         ^^P^^^^       ^S^^t'"  ^^^^      and  appoint  him. 
^^T^^l^  "^^^^       appointments  when  it  shall 

^2?^  national  farm-loan  associations  have 

not  been  formed  or  are  not  likely  to  be  formed.  It  does  not  say  "  where  they 
are  not  functioning."  The  flirm-loan  banks  have  no  authority  to  appoint  age^^^^^^ 
where  there  is  a  farm-loan  association  that  is  not  propel^  ftmcttS^. 

Mr.  Flannagan.  Then  amend  your  law  by  saying,  *^or  are  not  pr^ly  func- 

^""'^^^  '''^'^  question  of  eliminating  the  plan 

of  the  Federal  farm  loan  system.  ^ 

Mr.  Strong.  Isn't  that  what  the  biU  says? 
Mr.  FLAzriTAaAN,  No.  ^  ^ 
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Mr.  Stboito.  This  bUl  of  mine  says  "  fhat  whenever  it  (diaU  appear  to  the 
Federal  Farm  Loan  Board  to  be  necessary  to  the  proper  service  of  borrowing: 

farmers  in  any  locality,  said  board  may,  in  its  discretion,  anthorize  Federal 
land  banks  to  make  loans  on  farm  lands  direct  to  borrowers  and  to  designate 
local  agents  to  receive  such  applications  and  represent  the  bank  in  ttie  closing 
of  such  loans." 

Mr.  Flannagan.  Don't  you  see  that  is  an  agent  for  the  bank? 
Mr.  Strong.  Yes ;  to  make  the  loans. 

Mr.  FiANKAOAN.  To  make  the  loans  without  any  indorsement  and  without 
any  responidbility. 

Mr.  Stbonq.  Do  you  really  tliink,  Mr.  FlannagaOt  that  the  Indorsements  on 
these  loans  have  any  great  value? 

ilr.  Flannagan.  I  certainly  do ;  I  certainly  do. 

Mr.  Strong.  These  farm  loans  are  made  on  a  50  per  cent  val^e  of  the  farms, 

are  they  not? 

Mr.  Flannagan.  Yes. 

Mr.  Stkong.  And,  in  turn,  the  system  has  about  four  million  surplus? 
Mr.  Wlaxtnaqan.  I  beg  your  pardon? 

Mr.  Stbong.  What  amount  of  surplus  has  been  built  up  in  these  banlos? 

Mr.  Fijslnkaoan.  About  four  or  five  millions;  four  mUlion,  probably. 

Mr.  SisoNG.  Four  or  five  millions;  don't  you  think  under  those  conditions 
there  Is  no  liability  of  anyone  being  called  upon  to  pay  under  the  guarantee? 

Mr.  Flannagan.  You  can  not  .2:et  me  to  question  the  solvesu^  <w£  the  farm* 
loan  bond ;  I  think  it  is  the  best  security  in  the  world. 

Mr.  Strong.  Yes;  so  do  I. 

Mr.  Flannagan,  But  I  do  not  want  to  reduce  it. 

Mr.  Strong.  Do  you  think  tlie  individual  guaranty  of  the  association  very 
much  str^igthens  the  system  or  the  bonds  themselves? 

Mr.  FiAKNAOAN.  I  do;  I  think  that  it  is  a  system  that  has  been  built  up, 
which  has  established  in  the  market  the  great  strengOi  of  the  fftrm-Ioan  bo&ds 

to-day.  It  is  because  there  is  a  local  che^  upon  the  loans  that  may  be  made. 
That  is  the  reason ;  every  fellow  in  the  community  knows  Whether  or  not  the 
loan  is  ^ood ;  there  is  tlie  indorsement  and  there  is  the  Uabni^,  and  you  want 

to  wipe  both  out. 

Mr.  Strong.  No;  here  is  what  I  want;  you  and  I  both  agree  that  this  is  a 
good  system  of  lending  money.  I  want  it  fixed  so  that  every  farmer  can  be 
served.  You  would  have  it  so  only  the  farmers  where  there  is  a  farm-loan 
association  can  get  the  loans.  I  want  them  to  be  relieved  of  that  restriction. 

Mr.  FtANNAGAN.  You  can  relieve  that  eaiAly  ^on^  the  admbiisbratloii, 
by  the  Federal  land  banks  jogging  up  the  associations  and  saying,  "  You  are 
not  giving  the  farmers  as  much  money  as  they  want."  Let  them  say  timt  **  if 
you  do  not  do  that  we  will  appoint  somebody  else  as  agent" 

Mr,  Stkong.  They  can  not  do  it  where  there  is  an  association. 

Mr.  Fi^nnagan.  Then,  make  a  law  so  they  can  do  it. 

Mr.  Strong.  That  is  what  I  am  trying  to  do. 

Mr,  Flannagan.  But  you  are  doing  so  many  other  things  you  are  ruining  it. 
Mr.  Strong.  But  you  do  not  object  to  the  appointment  of  the  agent  if  it  is 
necessary? 

Mr.  Flannagan.  Not  if  it  is  necessary  to  wable  the  farmer  to  get  the 

money. 

Mr.  Strong.  That  is  what  my  bill  says. 

Mr.  Flannagan.  It  says  a  great  many  other  things. 

Mr.  Strong.  On  that  subject  that  is  what  it  says. 

Mr.  Flannagan.  No;  we  are  not  in  accord  on  that  proposition.  You  want 
to  appoint  an  agent  who  is  the  representative  of  the  Federal  land  bank;  you 
want  an  agent  who  has  no  responsibility. 

Mr.  Strong.  No  ;  I  provide  he  shall  be  put  under  bond. 

Mr.  PiiANNAOAN.  You  kuow,  Mr.  Strong,  that  bond  would  be  only  for  good 
faith ;  it  is  not  a  bond  for  flnandal  respmsibillty. 

Mr.  MacGbegob.  Where  Is  tiie  difference,  now,  betwera  flie  two?  I  do  not 
see  very  much  difference  in  the  authority  to  ajwoiitt  agiOEits. 

Mr.  Flannagan.  I  beg  your  pardon? 

Mr.  MacGregor.  I  do  not  see  very  much  difference  in  the  orlgjinal  act  and  the 
amendment  with  reference  to  the  authority  to  appoint  agents. 

Mr.  Strong.  The  difference  is  this:  Under  the  original  act  they  could  only 
appoint  them  wliere  there  was  no  farm-loan  association. 
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Mr.  MacGbsgob.  No;  it  says  where,  "in  the  judgment  of  tlie  Federal  Farm 
Loan  Ekmrd,  be  adequately  served  "  

Mr.  Strong.  The  authority  to  appohit  them  under  section  15  of  the  original 
law  was  only  given  where  there  is  no  farm-loan  association. 

^Ir.  Mcpherson.  It  says,  "  If  at  any  time  the  district  represented  by  any 
agent  under  the  provisions  in  this  section  shall,  in  the  judgment  of  the  Federal 
Farm  Loan  Board,  be  adequately  served."  Suppose  the  Federal  Farm  Loan 
Boi\v(]  says  it  is  not  adequately  served? 

Mr.  Strong.  Where  is  that? 

Mr.  McPhebson.  Down  at  the  bottom  of  page  16,  paragraph  15,  of  the 
original  act. 

Mr.  Stbong.  It  says,  "  If  at  any  time  the  district  represented  bv  any  agent  ; 
but  It  does  not  say  by  any  fiurm^loan  association.  The  authoritv  to  appoint  is 
only  where  tliere  is  no  farm-loan  association. 

K*r.  MacGregob.  No;  it  says,  "Adequately  served  by  National  Farm  Loan 

Associations." 

Mr.  Strong.  No ;  you  are  mistaken. 
Mr.  IMacGrkgor.  Tliere  are  the  words. 

Mr.  Strong.  Tlie  section  you  refer  to  is  tliis:  "If  at  any  time  the  district 
represented  by  any  agent  under  the  provisions  of  this  section  sliall,  in  the  judg- 
ment  of  fte  Federal  Farm  Iioan  Board,  be  adequately  served  by  National  Farm 
Loan  Associations,  no  further  loans  ^11  be  negotiated  therein  bv  agents  under 
this  section." 

Mr,  MacGregor.  Supiwsing  they  determine  it  is  not  adequately  served? 

Mr.  Strong.  Well,  that  is  the  case  where  an  agent  has  already  been  ap- 
pointed and  a  farm-loan  association  comes  in ;  then  they  have  to  do  business 
through  the  farm-loan  association,  but  the  right  to  appoint  the  agent  in  the 
tirst  place  exists  only  where  there  is  no  farm-loan  association.  You  can  not 
appoint  an  agent  under  esdsting  law  unless  there  is  no  farm-loan  association 
existing.  If  there  is  a  farm-loan  association  existing  and  not  functioning,  yuu 
can  not  appoint  an  agent  under  the  existing  law.  What  I  am  trying  to  do  is 
to  give  the  banks  the  right  to  appoint  an  agent  where  the  farm-loan  association 
is  not  functioning  and  serving  the  farmer. 

Mr.  Flannagan.  If  you  would  confine  yourself  to  that  point,  there  would  be 
no  trouble,  but  you  are  doing  so  many  other  things, 

iMr.  Strong.  I  know ;  I  am  trying  to  agree  with  you  and  determine  the  thinga 
we  are  in  harmony  on,  and  that  is  one  point  we  have  settled. 

Mr.  Flanxtagak.  Yes. 

Mr.  Manson.  You  would  not  object  to  the  amendment  of  section  15  of  the 
original  act  to  provide  for  the  appointment  of  farm-loan  agents  when  the 

cooperative  associations  do  not  function,  providing  

Mr,  Fiannagan.  That  is  what  I  am  trying  to  explain. 

Mr.  Manson  (continuing).  Provided  the  agent  is  to  be  govmied  by  the  re- 
strictions contained  in  section  15. 

Mr.  Flannagan.  That  is  what  I  have  been  trying  to  drum  into  Mr.  Strong  for 
a  half  hour. 

Mr.  Manson.  Would  not  Mr.  Strong  s  purpose  be  served  by  amending  sec- 
tion 16,  80  as  to  add  to  the  occasions  when  an  agent  can  now  be  appointed 
or  when  the  farm-loan  associations  in  such  districts  do  not  function? 

Mr.  Flarnaoak.  Bight. 

Mr.  Stbong.  I  want  to  say  to  you,  Mr.  Flannagan,  that  I  shall  be  very  glad 
to  accept  such  an  amendment.  What  I  am  trying  to  do  is  to  get  the  farmers 
in  the  counties  in  my  district,  and  in  every  district  in  the  country,  served  where 
the  farm-loan  associations  are  not  serving  them. 

Mr.  Flannagan.  I  am  in  accord  with  you  there. 

Mr.  Strong.  This  condition  exists:  There  are  communities  where  a  certain 
family  or  sect  or  a  certain  n^ghborhood  decides  to  get  a  farm-loan  associa- 
tion, and  then  when  they  get  the  association  formed  and  they  get  their  loans 
they  say  to  themselves,  "We  will  not  make  any  more  loans;  we  will  not  be- 
come guarantors  for  others."  They  sit  down  and  quit  The  farmers  have  to 
be  served  in  other  places.  Again,  the  cashiers  of  banks  who  are  the  repre- 
sentatives of  the  farm-loan  bankers'  association  have  become  the  secretary- 
treasurers  and  they  are  not  making  the  loans  through  the  farm-loan  associa- 
tion, but  are  blocking  loans  through  the  farm-loan  associations  and  making  the 
loans  through  their  other  agencies.  Now,  the  farmer  doing  business  with  that 
bank  does  not  want  to  start  a  complaint  that  will  oust  him  from  his  position, 
but  he  does  say,  "  Why  can  not  we  have  an  agent  who  will  come  here  and  make 
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the  loans?  "  purpose  is  to  enable  all  the  farmers  to  get  authorized  loans, 
under  this  ^st^  at  the  lowest  possible  cost  and  the  least  possible  ttouWe.. 
and  tiiat  is  the  purpose  of  my  amendment  to  section  15. 

Mr.  FiANNAGAN.  It  Will  accomplish  more  than  that,  as  I  tried  to  show  you. 
If  you  wUl  amend  the  law  simply  to  the  extent  thar  wliere  farm  loan  assooiri- 
tions  are  not  functionin?;.  in  addition  to  the  privilege  whicli  you  have  already 
of  organizing  another  association,  making;  the  appointment  of  agents  under 
the  same  terms  and  onnditions  tliat  now  exist,  I  say  Amen."' 

Mr.  Strong.  That  is  what  I  want  to  do. 

Mr.  Now.  if  you  have  agreed  upon  your  theory,  frame  it. 

Mr.  STRo^G.  Now.  as  to  your  suggestion  of  destroying  the  competitl<m  between^ 
the  joint-stock  land  banks  and  the  Federal  farm  loan  banks  by  limiting  the 
loans  of  the  Joint-stock  land  banks  above  $10,000  and  the  Federal  farm  loan 
banks  below  #10,000;  don't  you  think  that  lias  a  tendency  to  deprive  the  farm 
loan  svstem  of  good  loans  that  might  be  desirable  above  $10,000? 

Mr.  Flannagan.  If  you  are  going  to  assume  that  all  big  loans  are  good  iouus^ 
and  all  small  loans  are  bad  loans  

:Mr.  Strong.  I  am  not  assuming  that.   Don't  you  think  that  would  be  a  good 

amendment? 

Mr.  Flannagan.  As  I  stated ;  yes,  I  do. 

Mr.  Strong.  I  do  not  see  any  objection  to  it.  It  gives  the  j<dnt«stock  laBEO 
banks  a  field  to  themselves  and  the  Federal  land  banks  a  field  to  ttiemsdicest 
and  the  farmers  get  the  benefit  in  both  cases. 

Mr.  Stbono.  Wouldn't  it  deprive  the  farmer  who  is  now  living  in  a  community 
where  there  is  no  farm  loan  association  <rf  an  opportunity  to  get  a  loan? 

Mr.  Flannagan.  How? 

Mr.  Strong  (continuing).  Because  he  would  have  to  .i:o  to  the  joint-stock  land 
banks,  and  he  could  not  unless  he  wanted  a  loan  above  $10,000,  if  this  was  put 
through. 

Mr.  Flanhacian.  He  can  not  get  it  from  the  Federal  land  banks  now  above 
$10,000. 

Mr.  Strong.  No  ;  he  can  not  get  It  now- 

Mr.  FiANNAGAN.  He  can  get  it  from  the  johitHStock  land  bank.  It  all  works 
buck  to  the  agency  question. 

Mr.  Strong.  That  is  the  reason  I  want  an  agency.  Do  you  think  there  is 
any  danger  of  the  joint-stock  land  hanks,  when  money  becomes  more  plentiful, 
destroying  or  hurUng  the  operation  of  the  farm  loan  banks?  I  want  your 
opinion. 

Mr.  Flannagan.  I  am  going  to  tell  you ;  not  if  you  will  encourage  the  cooper- 
ative spirit  among  the  farmers  through  the  farm  loan  associations.  If  you  do 
not  throw  obstacles  in  their  way ;  if  you  do  not  restrict  them ;  if  you  administer 
the  law  so  as  to  encourage  them  and  -enlarge  thdr  powers ;  then  you  will  not 
hare  any  difficulty. 

Mr.  SiTONa  Mr.  Flannagan,  I  have  always  been  in  favor  of  the  cooperative 
eq^it  among  the  farmers  and  am  in  favor  of  it  now,  but  do  you  think  there  is 
much  cooperative  spirit  or  benefit  resulting  from  the  farm  loan  associations? 
Do  not  the  men  just  go  in  to  get  loans,  and  after  the  loans  are  secured  their 
interest  lags? 

Mr.  Flannagan.  I  think  that  is  largely  true;  it  depends  largely  on  the 
secretary-treasurer.  Some  of  the  associations  have  made  loans  up  to  a  million 
dollars.  I  know  of  one  in  Texas,  and  they  are  having  a  row  with  a  farm  loan 
secretary-treasurer  on  the  question  of  comprasation  because  he  thinks  he  ought 
to  get  more  compensation,  and  they  do  not  believe  he  ought  to.  He  has  loans 
up  to  a  million  dollars  in  one  association,  and  lately  he  says  the  joint  stock 
land  banks  have  offered  liim  a  commission,  and  he  is  going  to  give  them  the 
business  because  the  Farm  Loan  Bank  would  not  encourage  him. 

Mr.  Strong.  I  don't  think  he  is  in  my  district* 

Mr.  Flannagan.  He  is  in  Texas. 

Mr.  Strong.  I  don't  think  the  Farm  Loan  Association  has  much  cooperative 
features  amon^;  the  farmers.  They  simply  go  into  it  to  get  the  loans,  and 
having  g<Uten  the  loans  they  let  the  secretary-treasurer  run  the  business* 

Mr.  Flannagan.  Tlien  encourage  the  secretary-treasurer  to  get  more  busi- 
ness ;  encourage  them  to  charge  these  things,  extend  the  powers  of  farm  loan 
associations;  make  them  the  nucleus  for  doing  the  cooperative  business  in  their 
community;  that  is  what  you  can  do.  That  Is  the  point  you  ought  to  direct 
your  att^tion  to. 
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Mr.  Stbomg,  Does  any  member  of  ttie  committee  have  any  further  question 
to  ask  Mr.  Flannagan?  If  not,  we  will  now  take  an  adjournment  until  2.30. 

(Thereupcm,  at  12.30  o'clock  p.  m.,  an  adjoimiment  was  taJsm  until  2.30 
p.  m.  of  the  aame  ctoy.) 

AFT£B  BKCESS. 

The  conunittee  reconvened  at  the  expiration  of  the  recess. 
Mr.  Strong  (presiding).  We  wiU  first  hear  Mr.  Quick. 

£^TAT£M£NT  OF  HON.  HERBERT  QUICK,  BERKEIiSY  SPRINGS, 

MORGAN  COUNTY,  W.  VA. 

Mr.  Quick.  I  was  connected  with  the  movement  for  the  enactment  for  the 
Federal  farm  loan  system  for  a  number  of  years  prior  to  its  enactment,  and 
lor  the  last  two  or  three  years  prior  to  ite  enactm^t  I  was  the  chairman  of  the 
l^islative  committee  of  the  Rnral  Credits  Leagoe.  We  had  ofltees  here  in 
Wa^ington.  After  the  bill  was  passed,  I  was  requested  by  Secretary  McAdoo 
to  take  a  place  on  the  Federal  Farm  I^oan  Board,  and  at  considerable  financial 
sacariflce  to  myself  I  did  it,  because  I  was  interested  in  the  whole  subject  of 
rural  credits.  I  served  on  the  Fjirni  Loan  Board  for  the  first  two  years  of  its 
existence,  and  then — because  I  felt  that  my  business*  was  really  that  of  a  writer 
rather  than  that  (»f  :i  Oovernmenr  oflicial — I  resi.unied,  and  my  phice  was  taken 
on  the  board,  I  think,  by  Mr.  Joyce,  and  I  think  lhat  (iovernor  Cooper  is  now 
filling  out  my  unexpired  term.  I  drew  the  long  term  on  the  Iwrnrd  and  re- 
signed because  I  wanted  to,  although  my  relations  with  the  board  were  at  all 
times  extremely  pleasant,  and  also  with  ev^  member  of  the  board. 

S  have  not  any  case  to  make  here  for  anything,  and  I  have  not  any  friends 
to  reward  or  enenr.es  to  punish.  It  was  sujrgested  by  Governor  Cooper  and 
Mr.  Corey,  of  the  Federal  Land  I^ank  of  Onifiha,  whom  I  mot  here — I  live  on  a 
farm  in  West  Vir^jinia,  but  I  am  staying  at  the  Cosmos  Club,  in  Washington, 
for  a  thne — that  iierhaps  yon  gentlemen  would  be  willing:  to  hear  what  I  had 
to  siiy  with  reference  to  these  respective  changes  in  the  act,  which  I  had  the 
honor  of  helping  to  put  in  force  in  the  United  States,  the  greatest  public  work, 
I  think,  which  I  could  possibly  have  done  at  that  time,  and  which  I  look  back 
upon  with  a  considerable  decree  of  satisfaction— I  will  first  take  up  the 
matter  of  the  basic  fact  of  the  farm  loan  syst^,  the  National  Farm  Loan 
Jyamdation. 

Having  been  familiar  with  all  the  literature  of  the  vSubject  prior  to  the 
organization  of  the  system,  and  havin.c:  been  .irreatly  possessed  in  my  mind 
with  the  p]uropean  precedents,  which  were  all  tlie  precedents  we  had,  I  was 
the  most  active  champion  on  1bo  board  of  the  National  Farm,  Loan  Asso- 
ciation and  the  association's  metliods  of  doing  business. 

The  members  of  the  board  were  all  of  th^  favorable  to  the  association,  as 
I  think  they  all  of  them  are  favorable  to  it  yet  who  are  on  the  board.  I 
nev^  heard  of  any  idea  on  the  board  then  nor  since  of  any  effort  to  destroy 
the  association.  I  do  not  think  there  is  any  such  idea  in  anybody's  mind.  But 
because  of  my  study  of  the  question  and  l>ecause  of  the  fact  that  I  was  com- 
mitted to  the  association  and  was  an  enthusiast  for  tlie  ass<^ciation  idea  I  was 
.^dven  the  work  of  takiit--  hold  of  the  association  work  and  puttinjr  the  associa- 
tion system  on  its  feet  alon.t?  with  other  duties  of  the  boar<l.  Of  course,  we 
were  all  in  toncli  with  all  branches  of  the  work,  but  my  special  work  was  that 
of  ft»stering  the  growth  of  the  associathm,  or^iauizing  the  associations,  making 
suggestions  as  to  them,  and  keying  the  statistical  and  economical  record  of  the 
l)oard. 

The  whole  idea  was  that  of  coc^ration,  and  that  early  idea  which  I  had 
la  mind  I  refused  to  discuss  with  any  member  of  the  board  durinjic  my  in- 
<;nmbency  on  the  board  the  question  of  the  propriety  of  doing  business  under 
the  association  plans.  The  association  was  there  in  the  law.  It  was  our  busi- 
ness to  make  it  work,  and  to  that  end  the  whole  board  and  myself,  in  my 
spfH-iality  addressed  ourselves. 

One  of  the  witnesses  here  has  spoken  of  many  of  the  provisions  of  the  Euro- 
pean associations  as  being  applicable  to  tliis  country.  It  depends  a  little  on 
what  sort  of  an  association  yon  have*  European  models  are  of  all  sorts.  In 
some  of  the  systems  in  Europe  the  loans  are  made  up  to  60,  70,  and  80  per  cent 
of  the  value  of  the  farm,  and  in  some  of  them  they  have  a  permnal  liability 
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whicli  is  unliiuited.  la  other  worUs,  everybody's  property  is  bound  to  pay  every- 
body's debts. 

Under  Ibat  kind  of  a  system  you  are  sure  to  have  such  anxiety  on  the  part 
of  everybody  iu  an  association  for  the  success  of  it  that  you  can  get  real 
cooperation  out  of  those  people,  because  their  whole  fortunes  are  at  stake. 
But  in  this  country,  where  we  loan  only  up  to  50  per  cent  of  the  value  of  the 
land  lAm  20  per  cent  of  the  permanent  insured  improvements,  the  farmers  are 
not  i»articular  about  any  personal  liability.  They  take  it  that  this  measure  was 
maiie  for  a  very  remote  contingency ;  and  the  result  is  that  I  had  not  been  In 
the  system  very  long  until  I  fouud  there  was  not  any  such  thing  as  cooperative 
interest  in  the  organization  of  the  system,  and  just  recently  I  had  a  little  ex- 
perience up  in  my  own  county.  I  have  l»een  engaged  willi  my  neighbors  iu 
organizing  a  nati<mal  farm  loan  association  in  Morgan  (Vnaity,  W.  Ya.  My 
neighbors  were  trying  to  organize  this  association  for  a  long  time.  They  linally 
met  and  organized  and  they  got  their  Icmns,  and  at  that  particular  'moment 
their  whole  interest  in  the  association  ceased.   It  ceases  everywhere. 

We  speak  here  of  "  active  associations."  There  are  very  few  active  associa- 
tions in  the  United  States.  Where  the  activity  is  found  it  is  in  the  secretMy- 
treasurer  and  in  the  secretary-treasurer  only,  because  he  has  a  personal  inter- 
est, a  perfectly  legitimate  personal  interest,  in  getting  his  reward  for  new  loans. 
But  the  i>orrowei-s  tliemselves  do  not  care  anything  ahout  it.  They  are  doner 
they  have  horrowed  their  njoney.  ami  their  loan  is  amortized  in  33  years;  and 
they  do  not  care  anything  ahout  it. 

One  of  the  witnesses  liere  spoke  about  the  interest  of  the  farmers  who  have 
borrowed  who  are  members  of  the  association.  The  members  of  the  associa- 
tions— the  borrowers— who  have  had  their  loans  consummated,  have  got  their 
money  and  spent  it.  What  is  tlieir  interest  in  the  future  of  the  association? 
Are  they  interested  in  lower  rates  in  tlie  future?  They  have  none.  Their 
lialvllity  is  fixefl.  Of  course,  yon  may  say  a  man  may  sometimes  rehorrow  at  a 
lower  rate,  hut  it  is  a  condirion  tliat  does  not  affect  the  average  borrower's 
mind  at  all.  and  it  is  a  ratlier  remote  contingency.  Wiiat  is  the  interest  in 
rlie  property  he  has  iiivt-sted.  which  is  .">  per  cent  of  tlie  face  of  his  loan?  It 
is  not  in  the  amount  of  money  he  lias  got  invested,  because  that  is  already  in- 
vested; it  is  put  up  as  a  part  of  his  investment  and  is  the  lust  payment  on 
his  loan.  When  his  loan  is  paid  off,  the  5  per  cent  that  he  has  invested  in  stock 
is  automatically  credited  on  his  loan  and  that  is  done. 

He  is  not  interested  very  much  in  dividends.  He  is  interested  to  a  certain 
extent  in  dividends.  If  he  has  a  $8,000  loan,  he  has  $150  invested  in  stock. 
He  is  intereste<l  in  tiie  dividends  on* that  stock;  but  he  is  not  interested  very 
much,  and  the  way  he  is  interested  is  piirely  speculative.  If  Mr.  Flannagan's 
organization  goes  to  liim  and  says  by  tlieir  system  they  can  make  his  loan  ])ay 
him  a  higher  rate  of  interest,  tliat  is  a  question  that  is  in  his  mind  always. 
The  bank  is  already  payijig  dividends,  and  the  only  question  in  his  mind  is 
whether  or  not  this  thing  could  make  the  $150  that  he  has  invested  pay  him 
a  higher  dividend  than  it  is  doing  now.  I  think  it  is  a  pretty  remote  question, 
and  he  is  not  greatly  interested  in  it. 

The  result  of  all  tliis  is  this:  That  just  as  soon  as  they  have  formed  their 
association — and  I  have  sweat  l)U>od  over  this  fact  for  two  years,  and  pretty 
nearly  know  what  1  am  talking  ahout — I  am  n(>t  moving  in  any  aura  of  reports- 
of  p]uroi)ean  conimisslous  and  iliiiigs  iliat  we  thought  ahout  hefore  the  system 
was  adopted:  mine  is  an  ex  post  facto  experience.  Tlie  rule  in  the  Farm 
Loan  Association  is  tliat  they  organize,  lliey  hold  their  meetings  and  they  get 
their  money,  and  when  they  do  that  they  are  done;  they  never  have  another 
meeting  at  which  there  is  a  quorum.   That  is  the  rule. 

You  can  probably  get  the  real  facts  on  that  from  other  people ;  but  I  do  not 
believe  there  are  10  per  cent  of  the  associations  in  the  United  States — ^and  my 
testimony  is  suhject  rn  being  upset  on  this  by  other  testimony,  and  I  would 
be  glad  to  jjrant  that  it  is  more  if  it  is  so,  but  I  do  not  believe  there  are  10 
per  cent  of  tlio  ass(M-inriohs  in  tiie  United  States  that  have  ever  had  a  meetinjr 
at  a  time  wlieri  there  was  a  quorum  of  tlie  stockliolders  present  since  the 
orManizaiion  of  the  association. 

Mr.  Stkvenson.  Mr.  Chairman,  may  I  ask  a  question  right  there?    Do  you 
object  to  it,  Mr.  Quick? 
Mr.  Quick*  Not  at  alL 

Mr.  Stevekson.  What  has  there  been  for  them  to  meet  for  up  to  this  time, 
outside  of  merely  getting  loans? 
Mr.  QmoK*  The  law  requires  them  to  hold  annuftl  meetings. 
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Mr.  Stevknson.  I  know  the  law  requires  them  to  hold  annual  meetings,  but 
1ms  there  been  any  object  in  it;  has  tliere  l>eea  any  occasion  for  meetings  up  to 

this  time? 

Mr.  Quick,  Yes,  Mr.  Congressman ;  there  has  been  the  most  important  object 
of  their  association,  an  object  very  much  closer  to  them  than  that  of  their  con- 
trol over  any  of  the  remote  relations  of  their  associations,  and  that  is  the 
questicm  as  to  thdr  policy  of  their  growth,  the  question  of  Uie  amount  tliat 
they  shall  pay  for  the  getting  of  new  loans,  the  personality  of  the  secretary- 
treasurer.  If  this  is  a  cooperative  association,  the  whole  question  of  coopera- 
tion lies  in  the  way  in  which  they  meet  and  handle  the  question  of  cooperation. 

Mr.  Stevenson,  Outside  of  that,  that  is,  of  course,  theoretical.  As  patriotic 
men  they  ought  to  meet  and  make  their  associations  large,  but  people  do  not 
go  to  meetings  these  days  for  more  than  about  two  purposes.  One  is  political 
and  the  other  is  where  they  can  control  something  that  they  want  to  get  hold 
ol  They  have  never  been  tried  yet  as  to  whether  they  would  meet,  if  by  meeting 
and  s^c^ting  their  delegates,  to  name  tfa^  presidents  and  directors  of  tbe 
banks — ^they  have  never  liad  an  opportunity  to  do  tliat,  and,  therefore,  they 
have  not  eAiown  any  interest  in  it ;  but  you  assume  that  they  never  will. 

Mr.  Quick.  As  I  said  a  little  while  ago,  I  can  not  aamme  what  pecq^e  wilL 
do  under  circumstances  that  have  not  come  up. 

Mr.  Stevenson.  This  question  has  come  up.  The  question  with  me,  and  it 
is  a  very  serious  question  with  me,  whether  I  shall  vote  to  take  away  from 
these  people  who  own  this  institution,  who  have  mortgaged  their  property  to 
furnish  the  capital,  the  right  to  name  the  controlling  forces  in  that  association 
on  the  ground  ttiat  they  have  not  hex^/o^re  been  meeting,  when  they  have 
never  had  tlie  rii^t  and  never  bad  the  <^nportiuiity  to  exesdse  it.  I  fliink  it 
Is  a  pretty  serious  matter. 

Mr.  Quick.  You  probably  have  a  very  much  more  accurate  notion  of  it  than 
I  have :  but  my  notion  of  it  is  due  to  the  fact  that  they  have  not  anything  at 
stake  in  the  management  of  the  bank,  except  the  hypotlietical  difference  in  their 
dividends,  they  would  get  under  new  management  and  the  dividends  which 
they  get  now. 

Mr.  Stevenson.  On  the  other  hand,  I  do  not  want  to  ^lit  hairs,  but  the 
interests  are  not  entirely  hypothetical,  because  if  the  bank  goes  to  smash,  and 
that  stock  l>ecomes  wortliless,  then  tibe  bondholders  come  l>ack  on  the  mortgage 
and  tlie  stock  that  b&  holds  becomes  worthless  by  the  failure  of  the  bank,  and 
then  his  land  is  encumbered,  to  that  additional  ^ctent,  and  therefore  there  is 
more  than  merely  the  dividends? 

Mr.  Quick.  Yes ;  it  adds  5  per  cent  to  his  mortgage,  wMch  is  about  what  he 
used  to  pay  for  commissions  to  get  a  loan. 

Mr,  Stevenson.  They  got  tired  of  it,  and  that  is  the  reason  they  have  for 
organizing  this. 

Mr.  QmcK.  TbB  real  point  he  has  at  stake  is  the  dilference  in  ^Bcieacy  of 
the  management,  wliich  might  be  either  one  way  or  the  other,  betwew  what  be 
could  install  in  connection  with  his  fellows  and  what  Is  in  exlsteiiee  nxm^  It 

is  not,  in  my  opinion,  anything  that  interests  him  much. 

Mr.  WiNGO.  Suppose  we  do  not  change  the  law,  and  under  the  operation  of 
the  present  statutes  the  time  comes  when  they  are  called  upon  to  exercise  their 
right  to  perfect  a  permanent  organization  and  select  these  directors.  What, 
in  your  judgment,  will  be  the  action  of  the  associations  in  that  respect?  Will 
they  take  any  interest  in  the  selection  or  not? 

Mr.  Quick.  I  think  the  whole  thing  will  be  determined  by  the  activities  of 
the  secretary-treasurers.    They  are  the  only  people  tibat  take  any  interest. 

Mr.  WiNGO.  In  other  words,  then,  you  mean  by  that — ^let  us  see  if  I  assume 
what  is  in  your  mind — ^that  the  selection  that  will  be  made  will  be  largely 
the  selection  of  the  secretary-treasurer? 

Mr.  Quick.  Yes;  and  through  their  influence  over  the  people  who  are 
borrowei^.    The  people  who  are  borrowers  will  not  tal^e  any  interest  in  it. 

Mr.  WiNGO.  You  know  human  nature  pretty  well ;  you  are  a  practical  farmer 
yourself,  and  yet  you  are  a  man  who  has  been  in  the  net  of  affairs  in  cities 
and  have  studied  human  nature.  Do  you  think  there  is  really  any  danger  as 
seems  to  be  feared  by  some,  that  those  secretary-treasurers  ^^cising  their 
influence  as  you  assume  ^ey  propwly  will,  will  sdect  unsafe  men  for  these 
directorates? 

Mr.  QirccK.  Tliat  is  a  question  I  cannot  answer,  Mr.  Congressman.  It  de- 
poods  upon  ^o  many  things.  There  gi'ows  up  in  the  midst  of  the  system  a 
group  of  secretary-trei^smrers  who  are  iLiohitious  to  push  their  own  personal 
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fortunes— which  is  perfectly  legitimate— and  pursue  political  rather  than 
nancial  methoOs,  or  woiUd  like  to,  for  that  purpose,  which  is  perfectly 

legitimate. 

The  success  of  the  system  dei)ends  vei-y  largely  on  the  attitude  of  the  invest 
ing  public  toward  the  management  of  the  hank,  and  I  do  not  think  that  that 
kind  of  a  man  would  help  the  securities  any,   I  should  feel,  if  I  were  on  the 
jEann  loan  board  and  were  interested  in  the  matter  of  placing  issues  of  securi- 
ties, that  it  would  hurt  it  some* 

Mr.  WiNGO.  After  all,  that  is  really,  I  assume,  what  Is  to  become  of  the 
IHresent  change  here.  As  I  understand  it,  the  propon^ts  of  this  change  there 
provide  a  balanced  system,  where  if  such  a  situation  should  arise  that  there 
would  be  such  selections  or  proposed  selections  as  would  give  any  bank  over 
to  the  majority  of  men  whom  the  investing  public  might  rt^gard  as  unsafe  and 
unsound,  that  there  would  be  a  check  there  upon  the  part  of  the  board  to 
prevent  that  kind  of  a  control.  That  seems  to  be  the  main  purpose  back  of 
it,  and  I  think  we  might  just  as  well  face  that  situation.  That  is  the  thing 
that  seems  to  be  in  tlie  mind  of  everybody,  that  the  main  object  must  be  ta 
preserve  the  confid^tce  of  the  investing  public  In  the  omnasement  of  the 
system  so  as  to  maintein  an  open,  adequate  market  for  the  outlet  of  the  seeuri- 
ties. 

Do  you  not  think — let  us  get  your  opinion  on  this;  let  us  assume  that  It 
is  possible  for  the  associations  to  be  misled  by  unwise  agitators,  to  use  a 
favorite  expression,  and  they  do  select  the  majority  of  men  who  are  of  a  type 
that  is  apt  to  not  be  approved  by  the  investing  public? 

Do  you  not  think  that  the  wise  investor  knows  enough  ahont  the  operation  of 
i-esponsibility  to  know  that  the  men  who  might  come  out,  and  by  specious 
promises  like  that  suggeste.d  here  yesterday;  and  when  he  does  get  on  the 
directorate  ei  tbat  bank  and  he  Is  faced  with  the  responsibility  he  is  going  to 
at  least  have  the  intelligence  to  act  safely  and  for  the  best  Interests  of  the 
bank  and  combat  abnses  that  he  thinks  are  not  to  the  interests  of  the  bank ; 
that  is,  do  you  not  think  the  sense  of  responsibility  is  at  all  times  going  to 
protect  the  men  who  will  be  selected,  even  though  some  of  their  views  or  some 
of  their  specious  promises  are  made  for  the  purpose  of  improving  their  positicm 
might  be  a  little  bit  extravagant? 

Mr.  Quick.  I  am  sure  I  can  not  answer  that  question.  I  know  what  you 
mean  by  the  "  sobering  effect  of  responsibility." 

Mr.  WiNGO.  You  have  had  opportunities  to  observe.  In  my  short  experience 
here  I  have  hem  somewhat  iqterested  in  the  study  of  m^  who  came  to  eitha* 
House  of  Congress  or  were  pirt  in  positions  of  respon^riMHty  in  the  Inderal  Gov* 
emment,  very  similar  to  that  of  Mr.  Briand,  of  France,  w*o  Is  a  socialist,  and 
yet  he  had  not  been  in  power  as  a  socialist  premier  very  long  until  he  outraged 
every  socialist  in  France  by  abandoning  his  theories  when  faced  with  a  criti-^ 
cal  situation  and  was  using  his  judgment  to  meet  a  serious  situation. 

Mr.  Quick.  That  is  what  us  radicals  object  to — just  as  soon  as  we  get  a 
good  Bolshevik  in  Congress  he  betrays  us.  [Laughter.] 

Mr.  WiNGO.  Like  Brother  Flannagan,  I  have  been  trying  to  fish  that  kind  of 
an  answer  out  of  you.  In  oHier  words,  Is  not  that  the  viewpoint  of  the  invest- 
ing public? 

Ifir.  QtrccK,  I  do  not  tliink  so. 

Mr.  WiNGO,  And  is  not  that  given  as  the  trouble  with  the  farm-loan  organ- 
izations and  the  labor  organizations?  Do  you  not  think  possibly  that  sobering 
influence  of  a  sense  of  responsibility  will  be  recognized  by  the  investing  public, 
and  all  this  fear  about  somebody  going  to  destroy  the  system  because  they 
liappen  to  select  a  secretary-treasurer  who  goes  out  and  tells  them :  **  If  you 
will  just  select  me  I  will  never  foreclose  your  mortgage."  You  do  not  really 
fear  that? 

Mr.  Quick.  I  will  tell  you  what  I  tMnk.  The  investor  gives  himself  the 
benefit  of  every  doubt.  He  has  got  the  vnmey  safe  in  the  baidk,  and  he  will 
not  invest  it  if  there  is  any  doubt  at  all  in  his  mind.  I  am  not  making  any 
forecast  of  what  is  going  to  happen;  I  just  think  that  is  something  for  the 
Committee  on  Banking  and  Currency  to  consider.  I  think  that  if  the  cam- 
paign was  waged  for  the  control  of  the  bank  and  it  went  against  the  more 
conservative  element  in  the  bank,  it  would  have  a  damaging  effect  on  the 
securities.    I  know  it  would  on  me. 

Mr.  WiNGO.  What  can  you  suggest  from  your  experience  and  study  of  this 
matter  that  would  have  a  tendency  to  arouse  the  real  coq»wative  spbrit  that 
you  would  lilEe  to  see  aroused  In  tiiese  local  assodatScms? 
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Mr.  Quick.  Nothing  can  arouse  that,  Mr.  Congressman,  in  a  transaction  that 
is  closed  for  33  years.  There  is  not  any  such  thing  as  cooperation  under  those 
circumstances.  Cooperation  is  the  thing  that  will  save  agriculture,  if  It  can 
be  put  in  effect  in  cities,  ttiat  is,  at  the  distribution  mi  a»  well  as  at  the  pro- 
ducti<m  ead^  and  the  spread  between  tlie  farm  price  and  the  city  price  wiped 
out  But  cooperation  must  go  on  as  it  has  gone  on  successfully  in  other  coun* 
tries  in  sadi  matters  as  oranges  in  this  country,  in  tobacco  as  it  has  grown 
up  in  this  country,  and  in  cotton,  where  there  is  a  crop  every  year,  or  where 
there  are  eggs  to  sell  every  few  days  or  butter  to  sell  frequently  as  in  the 
case  of  the  cooperative  creameries  of  Wisconsin — all  those  things  where  there 
is  a  constant  and  short-time  credit,  cooperation  is  perfectly  practicable. 

But  my  feeling  after  struggling  witli  this  cooperation  in  land-mortgage 
credits  for  two  years  was  that  the  whole  cooperative  feature  fails,  and  tbat 
what  we  have  here  is  only  a  false  appearance  of  cooperation  growing  purely 
<KEt  of  the  personal  Interest  of  the  secretary-treasurer^  who  Is,  after  all,  nothing 
more  nor  less  tiian  a  loan  agent,  and  he  has  become  the  shell  of  an  organization 
from  which  the  cooperative  meat  escaped  just  as  soon  as  they  got  their  loans. 

Mr.  WiNGO.  That  is  wliat  T  h.ud  in  mind.  Can  you  suggest  anything  that 
would  be  practicable  and  feasible  and  add  to  the  rights  as  well  as  the  duties 
of  the  local  associations  tbat  mi^^ht  arouse  througin  an  intelligent  selfish 
interest  an  appreciation  of  the  benetits  of  cooperation? 

Mr.  Quick.  The  fact  is  there  are  not  any  benefits  in  tlie  farm-loan  i^st^ 
tiiat  do  not  end  when  he  gets  his  loan.  His  Interest  Is  fixed,  his  Invertmeut  la 
fixed,  and  the  only  uncertainty  he  has  got  to  take  is  the  woM>ll]ig  of  Ubi 
dividends,  whidi  do  not  amount  to  anything, . 

Mr.  WiNQO,  Is  taiere  any  other  thing  that  we  could  add?  Of  course,  so  far 
as  tiie  loan  Is  concerned,  your  contention  is  that  his  selfish  enlightened  interest 
ceases  as  soon  as  he  irets  liis  loan.  The  debt  is  amortized  and  it  is  safe,  and 
the  little  dividend  that  be  niiglit  get  lie  figures  a  great  deal  of  activity  mig}it 
increase  it  only  an  infinitesimally  sniall  amount. 

Mr.  Quick.  To  a  very  neglij^ible  amount. 

Mr.  WiNGo.  In  other  words,  it  is  not  sufticient  to  arouse  feelings  of  sdfiah 
interest  upon  his  part? 

Mr.  QxncK.  No ;  because  successful  agricultural  cooperation — that  is  a  lesaon 
for  American  agriculture,  and  It  is  learning  it  gradually— is  always  runniog 
atoi^l^e  line  of  single  commodities;  it  does  not  run  along  the  line  of  general 
agriculture,  but  runs  alon^?  the  line  of  sin^cle  transactions.  A  Danish  farmer 
may.  belong  to  a  dozen  different  cooperative  associations.  He  is  a  member  of 
the  cooperative  bee  Iceepers,  and  a  member  of  the  cooperative  butter  producers, 
and  so  on  all  along  the  line.   Those  are  the  lines  in  which  he  is  successful. 

I  think  that  the  land-mortgage  credit,  when  it  is  made  as  conservatively  as 
ours,  so  there  is  not  the  element  of  continuing  personal  risk  to  the  fanner,  is 
utterly  hopeless  as  a  cooperative  arrangement.  There  can  be  a  great  demeat 
0C  mutuaUiy  In  It,  but  It  is  a  mutuaUty  ttiat  dies  with  each  particular  loan, 
and  the  tninsactlims  are  not  numerous  enough;  they  are  not  continuous 
enough,  and  the  interest  is  not  great  enough  to  stimulate  a  man  to  leave  his 
home  after  he  has  worked  hard  all  day  and  attend  a  meeting  Avhen  there  is 
nothing  to  do  and  there  is  nothing  particularly  worth  while  to  discuss. 

The  great  benefit  that  the  farm  loan  association  did — and  it  is  a  marvelous 
benefit,  a  very  great  benefit— was  this,  that  it  put  the  Federal  farm  loan  system 
into  every  part  of  the  United  States.  Prior  to  that  time  a  great  many  locali- 
ties in  the  United  States  were  almost  utterly  without  farm  loan  credits.  No- 
body went  into  a  district  where  the  loans  were  not  big  ^ou^  to  mabB  the 
business  pay.   Of  course,  they  would  not  go. 

We  talk  here  about  the  solvency  and  about  the  value  of  the  Federal  farm 
loan  bond  being  Increased  by  taking  these  big  loans.  That  is  entirely  illusive. 
The  loans  that  we  made  in  the  districts  where  they  were  the  smallest  are  just 
as  good  as  the  loan  made  in  districts  where  they  were  the  largest. 

Mr.  WiNGO.  Do  you  mean  in  fact,  or  in  the  mind  of  the  investor? 

Mr,  Quick.  I  mean  in  fact. 

Mr.  WiNGo.  I  am  talking  about.in  the  minds  of  the  investor. 

Mr.  Quick.  Strangely  enough  the  investor  has  a  tendency  to  pay  more  for  a 
New  England  bond,  which  is  fundamaitally  the  poorest  bwid  we  have  If  It  were 
not  for  the  int^rdependmce  of  the  banks,  ttian  he  does  for  an  Iowa  bond  or  for 
a  Mississippi  bond,  whidi  is  the  best— no;  what  I  bad  in  mind  was  this:  Take 
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the  Kew  Orleans  Land  Bank,  for  instance.  The  New  Orleans  Land  Bank  made 
a  great  volume  of  loans,  some  of  them  as  low  as  >;100 ;  and  after  they  had  been 
running  a  year  or  two  the  loan  average  was  not  over  $700  or  $800.  They  were 
poor  farmers  and  some  of  the  localities  were  just  poverty-stricken  places.  And 
yet  that  district  is  almost  eitirely  without  delinquents,  almost  always  has  been, 
and  there  were  abstracts  of  title  that  I  would  not  have  examined — and  I  have 
examined  a  great  numy  titles ;  I  practiced  law  20  jrears— fOT  $100  Chat  we  made 
loans  of  $100  on. 

That  busuiess  is  hard  to  do  with  a  profit,  but  it  lias  had  a  tremendous  public 
benefit.  It  extended  tlie  farm-loan  business  all  over  the  country,  even  to  New 
Mexico,  where  we  made  loans  on  a  basis  of  50  cents  an  acre.  I  think  that  the 
Omaha  Land  Bank  is  making  loans  in  Wyoming  district  at  an  absolute  loss,  be- 
cause the  public  interest  demands  it  that  they  go  out  there  and  the  spirit  of  the 
law  demanded  that  they  go  out  there. 

The  farm-loan  association  did  that.  The  farm-loan  association  showed  the 
world  that  these  loans  that  tiie  old  mortgage  companies  would  not  make,  be- 
cause they  were  unsafe  or  unprofitable  are  actually  safe  when  they  are  made  in 
great  numbers,  with  due  attention  to  insurance  of  titles,  because  when  we  went 
into  the  whole  system  of  titles  we  found  great  areas  where  the  titles  seemed  to 
be  bad,  but  there  are  not  any  areas  where  the  titles  are  actually  bad.  We  made 
those  investigations  and  put  in  a  system  of  insurance  so  they  were  good,  and  I 
think  one  of  the  greatest  triumphs — and  I  think  the  members  of  the  Farm  Loan 
Board  every  one  feel  great  pride  in  the  achievem^t  we  made  in  the  New  Or- 
leans district— was  under  that  system,  because  we  went  in  and  made  little 
loans,  and  finally  made  tlie  bank  prosperous  and  solvent  by  making  those  loans ; 
and  the  big  loan  is  not  necessarily  the  safest  loan.  The  little  loan,  where  the 
man  is  workinir  on  his  small  farm  and  could  not  be  driven  from  it  with  a 
shotgun  is  the  loan  that  is  safe,  and  it  is  the  best  loan  for  the  country. 

Mr.  AVixGO.  And  as  a  matter  of  fact,  tliat  man  did  not  have  a  market  for 
his  loans  not  because  tlie  loan  companies  doubted  the  security,  but  because  it 
was  so  unprofitable  to  go  to  the  expense  of  making  them.  Many  people  con- 
tended that  these  people  were  shiftless  and  that  they  were  of  such  a  class  that 
it  was  an  unsafe  loan,  when,  as  a  matter  of  fact,  the  reason  the  life  insurance 
companies  and  other  private  agencies  did  not  go  after  that  business  was  because 
they  felt  there  could  not  be  profit  come  out  of  it. 

Mr.  Quick.  Why  should  they  go  down  there  wh^  they  had  all  they  could  do 
elsewhere  at  a  greater  profit  ? 

Mr.  Steagall.  Will  there  be  a  tendency  to  develop  that  same  feeling  in  the 
Federal  land  banks  if  we  enlarge  the  amounts  of  the  loans  to  be  made  to  them 
and  pull  off  the  limit  or  raise  the  limit? 

Mr.  Quick.  I  do  not  think  so. 

Mr.  Steagall.  You  do  not  think  that  they  will  also  develop  a  dislike  for  the 
eonall  loan? 

Mr.  Quick.  I  do  not  think  so,  and  I  will  tell  you  why :  The  Federal  land 
bank  and  the  Federal  loan  system,  so  far  as  it  is  inspired  by  a  seitse  of  pubUe 
duty — take  it  from  your  State.   You  are  from  Texas? 

Mr.  Steagaix.  I  am  from  Alabama. 

Mr.  Quick.  Alabama  is  just  as  good  as  Texas.  [Laughter.]  We  found  in 
Alabama  that  many  of  your  small  farmers  were  neglecting  those  hill  fields,  that 
the  terracing  system  had  been  abandoned.  I  had  something  to  do  with  that. 
Those  fields  were  washing  and  eroding.  We  went  to  those  fellows  and  said, 
You  can  not  get  a  loan  through  the  Federal  land  bank  unless  you  restore  the 
tenacin^  Byntem ;  you  have  got  to  put  this  farm  on  a  perman^t  basis."  I  do  not 
think  any  other  loan  agency  does  that ;  and  the  policy  of  the  Federal  land-bank 
system  of  going  into  those  districts  and  making  those  little  loans,  I  think,  is 
thorouirhly  fixed.  The  people  are  demanding  the  loans  and  know  the  loans  are 
to  be  had  and  they  are  coming  after  them.  Besides  all  that,  the  fact  that  those 
loans  can  be  made  and  that  they  do  not  interfere  with  the  value  of  the  bonds 
has  become  a  tradition  of  the  Federal  farm  loan  system.  I  should  be  very  sorry 
to  think  that  they  would  neglect  those  loans  merely  because  they  could  make 
bigger  ones. 

Mr.  WxNoa  Bight  there,  Mr.  Quick,  is  something  that  worries  me  more  about 
this  thing  than  the  maximum.  I  am  not  caring  so  much  about  the  Federal 

Government  putting  an  agency  out  in  a  field  which  is  already  adequately  covered 
both  by  joint-stock  land  banks  and  the  private  companies,  as  I  have  the  tendency 
of  gettiUig  away  from  those  SBiall  fellows  whidi  you  have  so  finely  es^pressed  as 
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a  necessary  thing  to  take  care  of.  Is  it  not  true  that  the  members  of  the  board 
have  recommended  increasing  the  minimum  to  $1,000?   One  of  the  reports  of 

the  board  recomnionds  that. 

Mr.  QiacK.  I  never  saw  any  such  recommendation. 

:\Ir.  WiNGo.  I  think  you  will  find  that  report  of  the  board  recommended 
$1,000  minimum. 

Mr.  Quick.  I  never  joined  in  such  a  report. 

Mr.  WiNGo.  I  may  have  got  that  confused  with  some  member  of  the  board*s 
expression.  But  ttiere  is  a  very  ^rong  insistent  contwtion  upon  the  part  of 
some  mra,  even  connected  with  the  management  of  these  banks,  that  these 
little  loans  are  so  unprofitable.  They  are  thinking  not  about  the  public  welfare 
that  we  want  to  conserve  by  it,  but  they  are  thinking  about  the  dollars  and 
cents  and  the  expenses  of  it,  that  we  ought  to  raise  the  minimum  from  $100 
up  to  $500,  and  one  has  gone  so  far  as  to  say  $1,000.  I  think  it  was  in  the 
report. 

Mr.  Quick.  No:  I  never  joined  in  such  a  report.  As  a  matter  of  fact,  the 
$100  loan  is  smaller  than  is  usually  necessary.  There  are  very  few  and  very 
exceptional  cases  where  a  man  can  not  get  $100  if  he  has  a  &rm  without 
mortgaging  his  farm*  and  very  few  of  th^  want  tiiat  small  a  loan.  I  do  not 
think  Congress  will  ever  constat  to  changing  that  minimum,  and  I  would  not  be 
in  favr»r  of  it  myself. 

Mr.  WiNGO.  Congress  is  not,  of  course,  going  to  do  it.  But  I  do  not  want  to 
nuild  up  a  tendency  and  practice  and  incentive  in  the  system  that  will  cause 
that  small  loan  to  be  neglected  when  it  is  wanted  to  be  made,  when  the  man 
wants  S500  loan  on  a  farm  it  should  be  given  him.  I  think  one  of  the  most 
satisfactory  farm  homes  I  know  of  is  one  where  the  man  has  educated  three 
children  and  sent  them  to  the  State  university,  whose  farm  you  could  not  sell 
right  now  tor  over  $1,600.  He  has  a  very  simple  farm  home;  he  has  a  lit^ 
orchard,  raises  his  own  meat ;  he  loves  his  home  and  he  has  educated  his  ^lil- 
dren.  He  could  not  get  over  $1,000  at  the  outside  on  that  farm.  I  fliink,  as  a 
matter  of  fact  he  has  got  $700  loan  on  it  through  the  system. 

As  I  say,  I  do  not  want  a  tendency  built  up  and  incentive  to  these  directors 
in  their  desire  to  get  what  looks  like  better  business  at  less  trouble,  so  that  they 
will  nejrlect  that  field  of  the  small  fellow  or  the  young  fellow  who  might  be 
able  through  personal  thrift  to  get  a  sufficient  amount  to  buy  a  «nall  farm ;  or 
the  tenant,  for  illustration,  and  where  he  is  able  to  get  a  small  loan  under  the 
amortization  systm  and  ultimately  work  out  a  small  loan— it  nmy  not  be  the 
home  that  you  and  I  would  like  to  have;  it  may  not  be  a  farm  such  as  tbB 
Iowa  wheat  grower  would  like  to  have.  But  it  is  possible  for  him  to  build  up  a 
home  for  himself  and  his  children  and  to  work  out  his  course  in  life  as  a  citizen 
and  become  a  fixed  member  of  a  community,  an  example  of  all  those  fine  and 
ennobling  sentiments  that  flow  from  building  a  home  and  becoming  a  responsi- 
ble member  of  the  community. 

Mr.  Quick.  I  was  brought  up  on  a  farm  with  an  $800  mortgage  on  it,  and  we 

thought  it  was  a  terrific  load. 

But  while  we  are  on  this  question  of  the  loan  limit  I  want  to  call  your  att^- 
tion  to  this  fact  that,  as  Ccmgressman  Stevenson  said  yesterday  when  we  were 
talking  about  the  price  of  land,  there  is  not  much  good  farm  land  left  in  the 
country  that  is  not  worth  about  $250  an  acre.  The  man  on  the  high-priced  land 
is  the  man  who  is  really  under  great  distress  to-day.  It  is  not  because  he  is 
wealthy  that  he  needs  the  additional  loan  limit ;  it  is  because  the  price  of  his 
prime  necessities — the  land.  The  land  that  he  has  got  to  have  has  gone  up  to 
such  a  price  that  $1,000  does  not  go  very  far.  The  present  loan  limit  of  $10,000 
on  $250  an  acre  land,  not  counting  the  improvements,  will  finance  a  mortgage 
of  50  per  cent  on  40  acres.  That  is  not  wough ;  and  you  must  bear  in  mind  the 
fact  tliat  if  you  raise  it  to  $20,000  you  are  going  up  Just  to  where  it  was  in  1914, 
when  you  b^an  agitating  this  system.  In  other  words,  you  have  increased 
your  loan  limit  to  correspond  with  the  increasing  price  of  land.  That  increas- 
ing price  of  land  is  not  a  healthful  condition ;  I  do  not  like  it.  And  if  you  are 
going  to  serve  the  farmer  you  have  got  to  give  him  greater  loans  than  you  are 
giving  him  now.  I  do  not  believe  there  will  be  a  tendency  on  the  part  of  the 
Farm  Loan  Board  or  of  the  banks  themselves  to  neglect  these  small  land 
owners.  I  think  they  will  continue  to  take  pride  in  the  small  loans.  As  I  say, 
the  proudest  thing  we  have  to  talk  about  was  the  magnificent  results  of  those 

small  loans  in  the  New  Orleans  district,  where  there  was  something  pathetic 

about  the  manner  in  which  they  came  out  and  got  those  loans  and  the  good  it 

^d^em,  and  tbe  flna)  aolidi^  of  the  system  we  bu&t  up. 
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Now  we  come  to  the  joint  stock  land  bank.  There  is  the  sanie  difference 
between  the  Joint  stock  land  bank  and  the  Federal  land  banks  in  that  respect 
that  there  is  between  the  land  bank  and  the  farm-mortgage  bankers  generally. 
The  joint  stock  land  bank  does  not  have  to  go  anywhere  it  does  not  want  to  go. 

It  is  operated  for  profit  purely,  and  it  goes  into  a  county  or  it  stays  out,  and 
the  result  of  the  low  loan  limit  is  that  a  great  many  m*m  want  loans  over 
$10,00(1  who  are  not  within  the  territory  where  the  joint  stock  land  banks  are 
operating. 

You  say  they  are  operating  in  every  State.  They  are.  So  are  the  farm- 
mortgage  bankers,  before  the  farm  loan  act  was  passed,  operating  in  every 
State,  and  yet  there  were  great  areas  where  there  was  no  farm*mortgage  credit 
available  to  the  farmers. 

IVIr.  WiNGO.  Yon  are  speaking  of  when  you  were  on  the  board.  Have  you 
looked  into  the  question  recently,  and  is  it  not  true  that  the  joint  stock  land 
banks  are  covering  every  bit  of  the  territory  and  going  after  these  larger  loans 
in  all  these  States  tliat  have  these  high-priced  lands?  A  State  like  mine  that 
has  not  reached  a  high  state  of  development,  and  yet  there  are  three  banks 
and  there  are  two  groups  of  men  figuring  on  organizing  another.  You  have 
three  joint  stock  land  banks  now  doing  business  in  Arkansas ;  I  think  you  have 
more  than  three  doing  business  in  Iowa. 

Mr.  QmcK.  There  are  several  doing  business  in  Iowa. 

Mr.  WiNGO-  And  I  do  not  know  ci  a  iringle  Iowa,  Kansas,  Nebraska,  or 
Illinois  farmer  who  wants  $15,000  loan  that  can  not  find  a  Joint  stock  Umd 
bank  ready  and  willing  to  make  it. 

Mr.  Quick.  You  have  this  element  in  the  question:  The  Federal  Imid  banks 

are  loaning  money  at  a  less  rate  of  interest? 
Mr.  WiNGO.  Just  what  is  the  difference? 

Mr.  Quick.  A  difference  of  one-half  of  1  per  cent.  But  if  the  Federal  Farm 
Loan  Board  decides  as  they  should  decide,  they  will  be  loaning  at  5  per  cent 
within  six  montha 

I  perhai^  had  better  give  the  e<mimittee  the  «peri«ice  of  a  man  who  has 
been  on  the  board  as  to  why  the  interest  rate  has  been  k^t  up  to  where  it  is. 

In  the  first  place,  these  banks  started  out  owing  the  Government  several  million 
dollars.  The  Government  put  the  money  in  it.  So  it  was  desirable  to  ac- 
cumulate money  and  pay  the  Government  off.  Then  our  business  started  with 
the  opinion  of  the  investing  world  against  it.  It  was  regarded  as  a  socialistic 
experiment  in  the  minds  of  the  most  conservative,  and  it  was  likewise  regarded 
in  the  minds  of  the  liberals  as  experimental. 

The  result  was  that  we  felt  that  it  was  necessary  for  thj^  banks  to  main- 
tain a  margin  of  at  least  1  per  cent  between  ttieir  bonds  and  their  Interest  rate^ 
in  order  that  they  mlgbt  strengths  tb^selves.  The  banks  are  all  getttag 
very  strong;  they  are  among  the  strongest  financial  institutions  in  the  country 
and  their  bonds  are  In  excellent  demand ;  the  legality  of  tlie  act  has  been  sup- 
ported by  the  Supreme  Court  of  the  United  States,  and  their  interest  rates  are 
going  dowm,  unless  interest  rates  generally  go  up.  The  interest  rates  are 
higher  than  they  need  to  be  at  this  time,  and  I  notice  that  the  members  of 
tlie  Farm  Loan  Board,  and  I  apprehend  that  Secretary  Mellon,  who  is  ex  officio 
member,  knows  that,  and  the  Federal  land  l)anks  are  going  to  do  business  on 
a  closer  margin  between  the  interest  rate  and  the  bond  rate  in  the  future,  and 
the  advantage  will  acorue  entirely  to  the  borrowing  farmere,  and  I  think  the 
borrowing  farmers,  ei^ecially  those  who  prefer  to  be  in  the  Federal  land  banlos, 
shonld  be  given  the  benefit  of  the  higher  loan  limit. 

Mr.  WiNGO.  Is  the  conclusion  to  be  drawn  from  your  statement  that  it  is  im- 
I)ossible  practically  to  fix  it  so  that  the  joint-stock  land  banks  will  make  the 
same  rate  of  interest  as  the  Federal  land  banks? 

Mr.  Quick.  I  do  not  think  they  can  make  it  and  make  a  profit. 

Mr.  WiNGo.  You  do  not  think  it  is  possible  for  them  to  operate  profitably  on 
the  one-half  of  1  per  cent  margin? 

Mr.  QmcK.  I  think  they  can  get  the  loans  to  make  a  profitable  business  at  a 
higher  rate  of  interest  because  of  the  fact  that  they  can  go  ont  and  get  the 
individual  loans,  and  tiiey  can  select  their  territory,  and  they  have  certain  ad- 
vantages In  op»ation  that  enables  them  to  get  from  the  farmer  a  higher  rate 
of  interest  One  reason  lies  in  the  fact  of  the  delays  that  come  through  the 
operation  of  the  farm-loan  association — the  farm-loan  association  oper&tion  is 
not  as  rapid  as  that  of  the  joint-stock  land  bank. 

Mr.  WiNOO.  Are  you  really  not  making  an  argument  which  leads  to  this 
logical  conclusion,  that  the  joint  stock  land  banks,  having  less  red  tape,  making 
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larger  loans  with  a  less  unit  of  cost — in  other  words,  they  can  make  a  ^lo.OOO 
loan  as  cheap  and  realb'  cheaper  and  with  les^^  red  tape  tlian  a  Federal  land 
l)ank  can  niake  a  $1,000  loan?  Does  not  that  mean,  as  a  matter  of  fact,  that 
by  their  malung  these  larger  loans  above  $10,000,  by  reason  of  the  lower  unit 
cost,  they  can  make  profit,  whereas  if  the  Federal  land  banks  were  confined  to 
small  loans  with  all  the  delays  that  they  have  through  the  association,  there 
might  be  a  loss,  or,  anyway,  an  even  break  with  the  Federal  land  bank, 
whereas  there  would  be  a  profit  with  tlie  Joint  stock  land  bank;  in  other 
words,  does  not  the  cream  o|  the  business  guarantee  a  lower  expense  and 
resulting  higher  profits? 

Air.  Quick.  They  do  not  get  the  cream  of  the  business  in  Iowa.  The  farm 
loan  associations  get  just  as  good  business  iu  Iowa  as  the  joint  stock  land 
banks. 

Mr.  WiNGO.  That  is  one  of  the  arguments  in  favor  of  this  proposition,  that 
the  jo.'nt  stock  land  banks  refuse  to  take  anything  but  the  cream  of  the  busi- 
ness. That  is  one  of  the  argnnmits  they  are  making  in  support  of  this 
propositicm. 

Mr,  Quick.  The  fact  of  the  matter  is  that  the  lenders  outside  the  farm  loan 
nystciii  in  Iowa,  while  they  grant  a  larger  proportion  of  the  value  of  the  farm 
tlian  the  Federal  land  banks  do.  owing  to  the  fact  tliat  the  Federal  Farm  Loan 
Board  refused,  refused  very  wisely,  to  follow  up  the  expansion  of  land  values 
in  Io\va.  \N'e  made  a  rule  that  Ave  would  not  loan  over  $10l)  an  acre  on  any 
Iowa  or  lilino.s  farm.  No  matter  if  they  might  call  it  worth  $400  an  acre  It 
was  not  worth  more  than  $100  to  us.  That  was  the  Federal  land  bank.  I  do 
not  know  what  the  rule  ii  as  to  tiie  joint  stock  land  bank. 

Mr.  WiNGO.  The  same  rule,  I  thou^t« 

jMi\  Quick.  But  that  is  not  important  where  a  man  has  IGO  acres  of  land. 

The  joint  stock  land  bank  can  loan  $100  an  acre  on  the  whole  160  acres,  while 
the  Federal  land  bank  would  be  coniined  to  $10,000,  no  matter  how  Inr^e  the 
farm  is.  The  hwuis  are  not  any  better  in  the  joint-stock  land  bank,  but  thesy 
are  large  and  they  can  more  nearly  meet  the  needs  of  the  fanner. 

Jlr.  STRONfi.  Mr.  Quick,  is  it  not  true  that  because  of  their  ability  to  make 
loans  qu  ckly  and  because  they  do  not  require  but  5  per  cent  dividendih,  that 
they  get  sometimes  a  better  class  of  loans  from  the  men  who  want  to  make 
them  quickly? 

Mr.  Quick.  I  do  not  think  they  get  any  better  class  of  loans. 

Mr.  WtNGo.  If  what  Mr.  Strong  said  it  true  about  that  superior  syst^, 
why  should  this  Federal  land  bank  be  permitted  to  go  into  ttiis  red-tape  system? 

Mr  Qi'icK.  Because  they  get  a  lower  rate  of  interest. 
Mr.  WiNGO.  That  is  the  only  incentive? 

Mr.  QriCK.  I  think  that  is  the  only  incentive,  unless  the  statement  is  true 
here  that  tlie  joint-stock  land  bank  exact  commissions  from  them  that  are  not 
allowed, 

Mr.  )¥iNoo.  That  is  not  pmnitted.  That  might  be  an  isolated  case.  Yon 
w*onld  hot  permit  that  on  the  board,  would  you? 

IMr.  Quick.  But  with  150  land  banks,  it  might  occur  quite  extensive. 

Mr.  WiNGo.  The  naticmal  bank  might  occasionally  be  able  to  do  that  without 
the  Comptroller  of  Currency  catching  on  to  it,  but  when  an  evil  becwies 
anyth  iig  like  generally  prevalent,  it  is  bound  to  be  suppressed. 

Mr.  Quick.  Tbe  advantage  that  the  joint-stock  land  bank  has,  ])ractically, 
over  the  Federal  land  bank  is  that  when  you  get  above  a  $10,000  loan  limit  the 
competition  between  the  Federal  land  bank  and  the  joint-stock  land  bank 
ceases  and  the  joint-stock  land  bank  has  the  field  to  Itself,  except  competition 
from  the  farm-mortgage  bankers.  The  competition  ceases,  and  he  has  the 
filed  to  himsdf.   I  do  not  think  that  is  a  good  thing. 

Mr.  Black.  Mr.  Quick,  you  €^ke  of  the  $100  Umit  in  Iowa,  which  would 
mean  a  valuation  of  $200  an  acre.  That  would  finance  a  farm  for  100  acres 
under  the  present  law,  not  counting:  the  improvements.  Do  you  not  thiidc  it 
woulil  be  wise  for  the  Farm  Loan  Board  to  start  out  on  any  policy  that  would 
violate  the  limit  st»t  in  tlie  lov.:-  sltuiition? 

5Ir.  Quick.  No,  I  do  nut  think  s<>.  I  think  that  wheu  a  nyin  has  mort^airod 
his  farm  for  $100  an  acre  he  has  got  enough  load  on  his  hands  without  taking 
on  any  more. 

Mr.  Black.  That  was  the  thought  I  had.  There  is  this  danger,  it  seems 
to  me,  in  increasing  this  loan  limit,  the  extension  of  land  values,  which  you 
mentioned  as  being  not  a  desirable  condition,  would  be  promoted,  would  it  not, 
if  Congress  1^  eaactm^t  of  legicAation  permits  tlie  fiamndag  of  land  values 
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at  a  lower  current  interest  rate  than  generally  prevails— will  not  that  have 
a  tendency  to  incTease  hnid  speculation,  to  inthite  land  values  and  make 
it  more  ditiicult  for  the  man  of  limited  means  to  Ueconie  a  home  owner? 

Mr.  Quick.  Nothing  ever  happens  that  benefits  society.  That  is  not  capi- 
talized in  land  values,  a  church,  a  railroad,  a  good  town.  Honesty  and  mor- 
ality on  tlie  part  of  your  people,  industry— every  good  iliing  is  capitalized  In 
land  values,  including  the  benefit  of  the  Federal  Farm  Loan  System.  But 
I  do  not  think  we  ought  to  stop  progress  for  this  reason. 

Mr.  WiNGo.  I  remember  an  instance  that  three  men,  all  of  them  cotton 
planters,  that  I  happened  to  be  thrown  with,  not  in  my  district  or  even  in  my 
State.  But  we  were  old  boyhood  friends.  They  were  complaining  about  the 
limit  on  the  farm  loan,  and  by  inquiry  I  discovered  that  all  three  of  them 
alrea<lv  had  inmiense  holdings  of  land,  and  I  suggested  to  them  that  "You 
gentlemen  are  land  poor  already."  Each  one  of  th^a  was  contemplating  the 
purchase  of  more  land  if  they  could  get  the  money,  and  I  suggested  to  them 
if  they  would  seU  ott  their  surplus  holdings  and  pay  the  debt  they  owed 
the  iwrivate  mortgage  company,  Instead  of  trying  to  transfer  it  to  the 
Federal  farm  loan  system  it  might  be  better  for  them.  But  each  one  of  them 
said  that  they  had  fine  lands  that  were  bound  to  increase  in  value.  They 
were  speculating  in  farm  values;  they  were  not  wanting  money  for  the  pur- 
pose of  improving  farm  homes  in  America.  They  wanted  to  use  the  system 
for  the  purpose  of  further  enhancing  land  value  by  having  the  system  finance 
them  in  their  si)eculation  in  the  future  increase  of  land. 

If  you  raise  this  limit,  will  not  that  tend^cy  be  accelerated? 

Mr.  Quick.  I  do  not  think  so.  You  will  not  remove  the  limit  where  the  limit 
Is  established  per  acre;  you  wIU  not  nuOce  tliat  any  hi^er  by  a  law  which  is 
imposed  here. 

Mr.  WiNGO.  Yon  do  not  catch  the  point.  Tliese  men  will  go  out  and  buy  other 
lands.  I  have  got  to  find  my  first  case,  so  far  as  cotton  planters  are  concerned, 
where  the  planter  was  complaining  about  the  limit  that  he  did  not  already 
have  enormous  holdings  and  could  very  profitably  reduce  his  holdings  and 
operate  liis  farm  plant  more  profitably. 

Mr.  Quick.  A  $10,000  loan  had  not  been  very  influential  in  making  him  a 
land  monopolist  of  this  sort  The  land  holdings  must  ha  e  increased  anyway, 
because  the  most  he  vraB  entitled  to  was  $10,000;  and  if  that  is  all  he  sot,  I 
do  not  see  how  he  could  have  obtained  those  Immense  holdings  because  of  that. 

While  I  was  a  member  of  the  Farm  Loan  Board  a  man  came  up  from  Memphis, 
Tenn..  to  see  us.  He  or^^anized  a  joint-stock  land  l)ank.  The  wliole  thiui,^  was 
new  to  us,  and  I  said  to  him,  "How  many  loans  have  you  in  this?" — he  was 
asking  for  permission  to  issue  bonds.  He  said  "  Two  loans  of  $50,000  each/'  I 
said,  "  Do  you  mean  to  say  you  have  only  two  loans  for  this  $100,000  issue  of 
bonds?  "  He  said,  "  Tes."  "  What  is  to  prevent  you  from  coming  back  with  one 
loan  and  issuing  bonds  against  it?"  And  he  said,  "Nothing;  and  if  there  is 
not  anything  to  stop  me  the  next  time  I  come  up,  I  will  ask  for  $300,000  issue, 
and  I  won't  have  but  one  loan  " ;  and  I  said,  "  We  will  stop  you."  And  we  did 
stop  him. 

But  the  $10,000  loan  or  the  $20,000  or  $25,000  loan  at  the  price  of  your  good 
farm  lands  down  tliere  would  not  make  any  man  a  land  monopolist. 

Mr.  WiNGo.  I  can  show  you  a  farm  that  is  as  good  as  any  in  Iowa  that  you 
can  l»uy  at  $50  an  acre. 

Mr.  Quick.  Even  at  that  your  $25,000  loan  is  not  going  to  make  a  man  an 
immense  land  owner. 

Mr.  WiNGO;  And  every  man  who  has  had  this  farm  has  gone  busted,  as  it  is 
too  big  an  operation  for  one  man. 

Mr.  Strong.  Suppose  you  apply  that  policy  which  you  apply  to  the  farmer  to 
a  business  man,  sayine:,  "Your  credit  will  be  limited  to  a  certain  amount;" 
when  he  ('((mes  and  wants  t*)  ^ret  more  credit  you  3ay,  "  No ;  you  can  uot  develop. 
Go  and  sell  part  of  wiiat  you  have." 

Mr.  WiNGo.  That  is  done  every  day  by  the  bankers.  You  are  proposing;  to 
encourage  by  legislation  that  wliich  the  private  banker  through  a  selfish  interest 
in  the  industrial  world  curtails  every  day.  Any  man  who  has  sat  behind  a 
desk  in  a  bank  knows  that  his  hardest  task'is  in  restraining  m^  from  ventur- 
ing  along  speculative  lines  instead  of  being  satisfied  to  finance  their  produc- 
tive activities. 

Mr.  Stbong.  I  do  not  know  anything  about  that,  as  I  haye  always  been  on 
tl^  outside  trying  to  get  loans. 
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Mr.  WiNGO.  You  have  had  some  observation,  however.  But  here  is  the  point 
I  am  getting  at,  Mr.  Quick:  You  have  just  stated  where  is  tho  limit.  You 
said,  of  course,  when  they  come  up  with  the  $300,000,  the  whole  thinL:  is  the 
question  of  where  is  tlie  proper  limit.  Have  you  ever  studied  statistics  which 
would  show  you  tlie  average  value  of  tlie  American  farm  if  you  eliminate  the 
large  landholders  who  are  not  themselves  farmers? 

Mr.  Quick.  No  ;  I  do  not  know  where  snch  statistics  can  be  had. 

Mr.  WiNGo.  Yon  can  not  get  them  from  the  crasos  r^[>ort»? 

Wr.  Quick.  I  have  never  seen  any. 

Mr.  WiNGO.  But  you  know  enough  from  your  observations  that  the  most  pros- 
perou.s  farms  and  those  that  are  doing  more  to  develop  high-grade  agriculture 
is  the  small  farm  home  owner  owner  himself  and  not  the  absentee  landlord? 

Mr.  Quick.  The  absentee  Imidlord,  of  course,  is  the  fundamental  evil  of 
society. 

Mr.  Win  GO.  And  that  is  the  thing  I  am  afraid  of. 

Mr,  Quick,  I  do  not  think  you  will  increase  it  by  raising  the  loan  limit  up 
practically  only  to  where  it  was  when  you  passed  the  act. 

Mr.  WiNoa  Of  course  you  are  aware  of  the  fact  that  the  enemies  of  the 
fiystem  practically  put  on  the  $10,000  limit  and  loiocked  out  the  $5,000  limita- 
tion. Those  who  really  Avanted  rural  credits  do  not  care  ahout  takincr  care  of 
the  bis:  plantation  owner  at  all;  that  was  not  the  thouirht  in  the  minds  of  the 
rural  credit  supporter.  Plis  thought  was  that  the  irrowinir  tide  of  tenantry 
should  he  halted.  He  knows  that  the  small  farmer  can  not  weathtu'  the  least 
little  hit  of  crop  failure  like  the  big  wheat  grower.  The  small  farmer  has  not 
anything  except  the  extortionate  rate  of  interest,  and  ttie  idea  is,  "We  will 
go  out  and  we  will  try  to  increase  the  number  of  farm-land  holders  in  this 
country,  the  small  fellow  who  lives  at  home  and  raises  a  family,  who  sits  on 
Juries,  and  who  is  regarded  as  ttie  best  citizei,  not  the  absentee  landlord,  who 
is  sitting  in  a  bank  and  who  owns  a  farm  which  he  is  trying  to  make 
enough  money  in  town  to  support." 

Mr.  QriCK.  I  heard  that  talk  about  increasing  the  number  of  landowners 
through  the  mortgage  system.    I  never  believed  in  it. 

Mr.  WiNGO.  Is  not  that  true  that  there  are  a  whole  lot  of  men  connected 
with  this  farm-loan  bank  system  who  do  not  belong  in  it? 

Mr.  Quick.  I  never  believed  it  was  possible  to  do  it  that  way.  The  value  of 
land  constantly  trads  to  exceed  the  rate  of  interest  tliat  you  have  to  pay  to 
buy  it .  To-day  in  the  older  and  well-established  regions  of  the  United  States 
the  rent  of  land  runs  from  3  to  4  per  cent  of  its  selling  value.  How  is  a  man 
going  to  borrow  money  at  6  per  cent  or  5  per  cent  and  pay  out  on  the  purchase 
of  that  farm?  To  put  the  tenant  farmers  in  the  United  States  in  the  posi- 
tion of  farm  owners,  you  have  got  to  adopt  a  different  system  than  any  scheme 
farm  mortgage.    I  am  for  it,  but  I  am  not  discussing  that  to-day. 

Mr.  WiNGO.  Instead  of  trying  to  figure  on  these  bigger  things,  why  not  go  to 
digging  down  toward  the  roots? 

Mr.  Quick.  It  can  not  be  done  by  the  farm-niort«age  systmn— the  Federal 

farm  loan  act. 

I  recently  saw  a  statement  in  an  agricultural  bulletin  which  said  that  the 
Federal  farm  loan  act  had  operated  in  the  case  of  5  per  cent  of  the  cases  in 
putting  farm  tenants  in  as  owners,  and  I  think  that  is  as  much  as  you  can 
expect — in  the  case  of  one  in  twenty  it  has  had  the  effect  of  putting  the  farm 
tenant  in  the  position  of  owner.  I  think  that  is  creditable  when  you  consider 
the  small  amount  of  rental  value  as  compared  with  the  interest  cost  to  buy  it. 

When  you  go  to  work  to  convert  the  farm  tenants  of  the  United  States  into 
farm  owners,  I  will  be  glad  to  talk  with  you  about  some  syst^  to  do  it.  Bot 
do  not  expect  to  do  it  with  the  farm-mortgage  system. 

Mr.  WiNOO.  It  can  not  be  done  on  a  systm  of  profits.  If  the  public  welfare 
is  to  be  conserved  by  trying  to  make  home  owners  out  of  these  tenants,  the 
public  has  got  to  foot  the  l)ill,  and  you  can  not  do  it  by  an  agency  that  is  all 
the  time  figuring  on  the  margin  of  profit  or  what  differential  will  represent 
the  cost. 

Mr.  Quic  k.  It  does  not  make  aijy  difference  whether  you  figure  on  his  profit 
or  not,  as  long  as  you  sell  bonds  to  people  who  buy  for  the  sake  of  getting 
interest— you  can  not  finance  the  purchase  of  land  where  the  rental  value  of 
land  is  3  or  4  per  cent  and  the  interest  a  man  will  pay  is  4  or  5  per  cmt 

What  happened  when  the  farm  loan  system  was  organized?  The  farm  loan 
^stem  has  been  so  busy  trying  to  itod  monear  for  actual  form  own^  who  ate 
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in  keen  distress  for  money  that  they  have  had  all  they  conld  do  to  find  xuonej? 
for  them  ^^•itllollt  eutoriug  ipto  any  scheme  for  doing  the  impossible. 

AVe  luive  done  a  ninnber  of  really  good  things  in  the  way  of  putting  tenants 
on  farms,  but  I  have  not  time  to  tell  you  about  it. 

Mr.  Black.  Speaking  of  the  situation  that  has  obtained  in  Texas,  I  think  a 
great  many  farmers  have  been  prevented  from  becoming  tenants.  Tbey  were 
home  owners  with  mortgages  on  th^  land.  Now,  they  have  been  able  to  reftmd 
these  mortgages  in  the  f ano-toan  ay&d^em  up<m  the  amortisation  plan  and  pay 
them  out,  and  I  feel  quite  sure  that  in  many  cases  they  could  not  have  done 
that  but  for  the  ability  to  refund  in  the  farm-loan  system. 

Mr.  Quick.  The  poverty-stricken  farmer  is  all  the  time  trembling  on  the 
verge  of  going  back  to  the  state  of  a  tenant.  The  farm-loan  system  has  been 
a  great  dam  that  stood  between  him  and  eviction;  it  has  checked  the  rismg  tide 
and  it  has  done  it  well. 

Fmthermore,  the  farm-loan  ^stem  attempted  to  Stop  land  speculation  in 
Iowa  by  establishing  a  minlmnm  value  per  ao^  Bnt  it  got  away  from  every- 
body and  has  been  the  imst  roinons  thing  that  evw  happ»ed  to  anybody  since 
I  was  a  boy  living  there. 

Mr.  WiNGO.  Is  there  anytbdng  in  this  bill  that  will  h^p  the  landless  man 
to  get  land? 

Mr.  Quick.  No  ;  except  that  perhaps  one  case  in  twenty  and  that  is  not  a  negli- 
gible minority  at  all.  But  there  is  a  plenty  in  it  that  will  continue  to  keep  the 
farm  owner  from  degenerating  back  into  a  tenant. 

Mr.  WiNGO.  If  you  had  a  son  starting  out  to  become  a  home  owner,  wonld 
yon  advise  him  to  start  ont  and  a  farm  plant  on  which  he  wonld  have  to 
have  a  $15,000  loan  to  start  with? 

Mr.  Quick.  It  would  depend  on  the  plant  and  how  much  cash  he  put  in. 

Mr.  WiNGO,  Would  you  tell  him  to  go  and  purchase  a  farm  if  the  initial 
proposition  to  work  out  is  that  in  order  for  him  to  luuxdle  it  prop&ly  he  would 
have  to  plaster  it  with  a  $15,000  mortgage? 

Mr,  Quick.  No,  I  think  I  would  advise  him  to  go  where  land  was  cheaper. 
But  these  places  are  becoming  scarcer,  and  I  have  seen  many  cases  in  Iowa 
and  in  Illinois  where  a  man  working  as  a  tenant  sncceeded  in  a  few  years  in 
buying  land  and  paying  for  it.  Bnt  he  has  got  to  be  a  good  man.  While,  as 
a  matter  of  fact  govanmwtal  instttations  should  be  adjusted  to  the  pace 
of  the  averai^  man,  not  for  the  financial  grains.  The  man  who  starts  out  to 
huy  a  farm  these  days  and  pay  for  it  anywhere  has  got  a  hard  job  before 
him,  and  he  nee^  all  the  hd^  he  csok  get,  and  he  ought  not  to  be  conhn^ 
to  50  per  cent, 

Mr.  WiNGO.  If  that  young  fellow,  in  order  to  start,  without  passing  this 
bill,  and  get  an  expensive  farm  in  that  region  where  land  values  are  highly 
developed,  he  is  to  be  compelled  to  go  to  the  private  loan  company  or  the 
joint  stock  land  bank,  if  we  pass  this  Mil.  The  contentim  Is  we  would  save 
him  one-half  <tf  1  per  cent 

Mr.  Qdicjk:.  Tes;  or  more  than  that. 

Mr.  Win  GO.  That  Is  what  it  actually  is  at  present? 

Mr.  QxTiGK.  The  Federal  farm  loan  rate  of  interest  is  going  down ;  it  has  got 
to  go  down. 

Mr.  WiNGO.  I  am  talking  about  the  present.  Of  course,  if  one  goes  down  the 
other  has  got  to  go  down.  The  joint  stock  land  rate  will  have  to  go  down 
with  the  other,  will  it  not;  will  they  not  be  compelled  to  go  down  or  go  out 
of  business  ^ 

Mr.  QincsL  Yes— they  can  c<mtinne  to  get  bnsineaa  if  yon  c(mflne  the  cqpera- 
ti<m  of  the  Federal  land  banks  to  the  farm  loan  associations. 

Mr.  WiNGO.  That  is  the  answer  that  I  wanted  to  provoke  from  you.  If 
we  put  them  so  they  can  compete  with  the  joint  stock  land  bank  do  you  think 
they  will  drive  the  joint  stock  land  bank  out  of  business? 

Mr.  Quick.  Oh,  no,  they  will  not  put  the  joint  stock  land  bank  out  of 
business,  but  I  would  like  to  see  the  loans  $10,000  to  $25,000  placed  in  the  field 
of  competition. 

Mr.  WiNGo.  You  want  to  put  them  on  a  competitive  basis? 

Mr.  Quick.  Yes ;  I  do  want  to  pnt  them  on  a  competitive  basis.  Now  comes 
the  question  of  the  agent  I  can  not  quite  get  the  thought  that  the  agent 
would  result  in  any  lessening  of  the  security  of  the  Federal  farm -loan  bond. 
Under  the  agency  system  as  provided  for  in  the  bill  there  would  still  be  5 
cent  put  up.  The  new  borrowers  under  the  acrent  in  each  Federal  farm- 
loan  district  would  become  a  new  class,  practically  on  the  same  basis  as  if 
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they  all  belonged  to  a  great  big  farm-loan  association.  The  idea  that  the  Federal 
land  banli  has  go  to  fail  in  order  to  make  that  available  is,  to  my  mind,  a 
legal  absurdity.  The  Federal  land  bank  can  resort  to  the  stock  when,  by  rea- 
son of  conditions,  it  is  needed  to  save  Itself  from  failure.  But,  after  all,  under 
a  system  that  is  organized  as  ours  is,  with  only  50  per  cent  of  the  selling 
value  of  the  farm  and  20  per  cent  of  its  permanent  insured  improvements  such 
a  resort  to  the  stocli  is  unlikely.  On  that  basis  we  have  gone  through  a  war ; 
we  have  gone  througli  an  era  of  drought  and  crop  failure;  we  have  gone  tlirough 
the  wildest  era  of  farm-land  speculation  which  I  have  ever  seen,  and  never 
yet  has  that  demand  on  the  ultimate  borrower  to  sacrifice  his  5  per  cent  been 
invoked,  so  far  as  I  know.  I  believe  that  there  was  down  in  Texas  a  start  to 
invoke  it  against  one  association.  But  the  fact  of  the  matter  is  that  under 
the  system  we  have  tbat  5  per  cesat  guarantee  as  a  very  fine  thing  theoretically, 
it  is  not  really  n^ed,  and  in  the  bill  as  dravm  it  is  just  as  availaUe  to  tte 
bank  and  Just  as  valuable  as  it  would  be  to  tlie  association. 

Furthermore,  through  the  agency  system  you  would  avoid  the  very  thing 
that  takes  place  in  many  places  where  a  whole  lot  of  the  dividends  are  soaked 
up  in  the  local  expenses  of  the  association*  In  many  associations  we  avoid 
that. 

On  the  whole,  I  think  the  agency  system  would  operate  more  economically. 

Now,  the  association  is  an  entity;  it  has  its  choice  over  its  own  members. 
It  does  not  need  to  elect  anybody  it  does  not  want  to.  I  remember  of  one 
instance  where  the  membws  of  a  dHurch  organheed  a  farm  loan  association  of 
their  own.  They  had  a  pei^Bet  right  to  do  that  They  did  not  want  anybody 
outside  of  the  church  in  their  association,  and  I  do  not  blame  them.  They 
were  a  little  dan  by  themselvea,  yet  they  had  occiq^ied  the  field  of  tlie  local 
association. 

It  is  a  very  expensive  thing  for  the  Federal  farm  loan  system  to  go  ahead 
and  organize  new  national  farm  loan  associations  all  the  time,  and  when  the 
association  becomes  moribund  the  moment  it  is  formed,  and  the  only  active 
thing  in  it  is  the  secretary-treasurer,  and  he  very  frequently  becomes  inactive, 
the  need  is  great  of  somebody  to  go  past  the  association  and  make  loans  that 
are  d^anded.  In  some  cases  in  Iowa  and  elsewhere  the  commerdal  bankers 
were  the  loan  agents,  before  the  passage  of  tiie  farm-loan  act  I  did  not  think 
that  the  Farm  Loan  Act  would  operate  in  Iowa,  at  all,  because  their  interest 
rate,  when  we  started,  was  5  per  cent.  But  the  amortization  feature  was  so 
good  that  they  began  coming  into  the  association  and  actually  paying  more 
interest  on  the  amortization  plan  than  they  had  been  paying  under  the  old 
farm  mortgage  system.  It  was  attractive  to  them,  and  that  was  gratifying  to 
me.  But  the  Federal  land  bank  of  Omahn,  whether  wisely  or  not — I  think  it 
was  the  wisest  thing  they  could  do — began  to  operate  through  farm  loan 
associations  organlMd  by  the  local  banker.  Why  did  he  organise  ttie  associa- 
tion? B^nse  It  was  a  fine  tfting  t&t  bim  to  .have  an  association  in  his  bank, 
it  was  a  h^p  to  him.  I  do  not  know  whether  yon  Bastmi  members  realise 
the  extent  to  which  the  farmer  dominates  the  bank  in  Iowa,  where  agriculture 
is  the  sole  great  interest.  The  deposits  of  the  farmer  there  is  the  most  im- 
portant thing  for  the  town  bank. 

The  secretarj'-treasurer  is  the  local  hanker.  He  uses  the  association  for  the 
purpose  of  malcing  it  advisable  for  peo]ile  to  come  into  Ir-s  bank.  He  is  able  to 
manipulate  the  matter  in  such  a  way  tliat  he  can  pretty  nearly  prevent  the 
organization  of  another  association,  but  the  fellow  who  is  not  a  depositor  in 
his  bank  is  not  getting  as  good  service  as  the  fellow  who  is. 

If  you  will  give  the  Federal  l4ind  Bank  of  Omaha  an  opportunity  to  make 
loans  ttirough  agencies — the  Federal  land  bank  can  not  make  them  fire  the 
secretary-treasurer,  can  not  really  make  them  do  anything.  And  as  the  secre- 
tary-treasurer is  about  the  only  man  who  is  active  in  the  system,  when  he  gets 
into  the  control  of  the  association  he  is  a  pretty  hard  man  to  dislodge,  and 
I  believe  that  the  agency  system  will  give  just  exactly  the  same  financial 
solvency  as  you  have  now,  and  that  the  system  will  take  better. 

I  have  heard  talk  about  animosity  to  the  Federal  Farm  I^oan  Associations 
on  the  part  of  the  Federal  Farm  Loan  Board.  I  have  never  heard  anything 
of  the  kind  and  have  never  seen  anything  of  the  kind.  I  have  beard  <me 
m^ber  of  the  board  say  he  did  not  believe  it  would  work,  and  the  events 
proved  to  me  he  was  right.  But  the  Federal  Farm  Loan  Board,  I  think,  to- 
day— every  member  of  it — take  Mr.  Guill ;  he  is  a  dirt  farmer,  and  he  made 
his  way      throngh  faiin4oan  association  work  to  a  position  on  the  Federal 
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Farm  Loan  Board.  Take  Judge  Lohdell :  lie  was  a  bankei'  and  lawyer  in 
Kansas,  but  his  only  business  outside  of  his  present  work  is  that  of  a  cattle- 
man out  in  western  Kansas.  I  think  that  the  board  has  been  operated 
purely  with  fhe  idea  of  serving  the  farmers  and  serving  ihem  as  ihey  are, 
through  building  a  system  so  solvent,  and  so  safe  that  it  would  appeal  to  the 
average  investor  from  whom  the  real  sinews  of  war  come,  and  who  aft^  aU, 
Is  the  man  to  be  protected  through  the  operations  of  this  bill. 

When  it  corner  to  the  oiifaufxatioiL  of  biuiks«  we  liave  discussed  that  to  some 
extent. 

If  I  am  right  in  my  anal.yses  in  the  situation  in  the  national  farm  loan 
associations,  there  is  no  such  thing  as  democracy  in  the  system,  and  can  not 
be,  l)ecause  tlie  borrowers  themselves  do  not  function  and  they  never  will 
function.  Tliey  do  not  care  about  the  management  of  the  bank  enough  to 
function,  except  as  stimulated  to  it  by  some  sort  of  agitation  on  the  part  of 
people  who  have  private  ends  to  accompUsh*  The  thing  not  being  capable 
of  being  run  by  the  borrowers  themselves,  the  thing  being  a  matter  that  the 
borrowers  themselves  could  not  run  anyhow,  it  has  got  to  be  run  by  admin- 
istrative officers,  and  there  is  nothing  undemocratic  in  giving  administrative 
officers  the  necessary  powers  to  do  the  tasks  before  them.  Tlie  way  to  run 
a  city,  in  my  opinion,  is  to  have  elective  officers  to  appoint  somebody  to  run  it. 
There  is  nothing  undemocratic  in  that ;  it  is  just  simply  the  common  sense 
way  of  dealing  with  it,  and  I  am  simply  trying  to  deal  with  the  matter  in 
a  spirit  of  common  sense.  Instead  of  confining  myself  to  what  the  joint  com- 
mission to  Europe  found  out  in  1913,  I  have  found  out  a  lot  about  it  ^me 
thra  myself. 

When  it  comes  to  the  central  selling  agency,  I  want  to  tell  you  the  history 
of  what  we  did  when  we  came  to  face  tlie  matter  of  selling  bonds.  I  was  a 
westerner  who  had  moved  to  the  East  and  had  been  interested  for  a  long  time 
in  acrriculture  and  was  prepossessed  in  favor  of  the  cooperative  farm  loan  as'so- 
ciation  and  had  been  in  control  of  the  field  in  Europe.  Judge  Lobdell  was  a 
western  banker  and  lawyer  and  cattleman.  Captain  Smith  was  a  very  ex- 
cellent farmer  from  Iowa.  Secretary  McAdoo  you  know ;  and  Mr.  Norris  was 
the  former  president  of  a  trust  company  in  Phllad^phia,  a  man  who  had 
distinguished  himself  by  the  public  service  of  an  unselfish  character. 

Presently,  after  we  had  made  our  tour  of  the  country  and  located  the  banks 
and  organized  a  lot  of  farm-loan  associations,  these  loans  began  coming  in  and 
the  time  came  when  we  had  to  make  an  issue  of  $100,000,000  of  bonds,  and 
Judce  T.i»bdell  and  myself  were  strongly  in  favor  of  some  system  by  which  we 
could  sell  these  bonds  ourselves— build  up  a  selling  agency.  I  do  not  remember 
what  Captain  Smith's  view  was.  Mr.  Norris  took  the  view  that  it  could  not 
be  done,  and  he  showed  us  why;  and  when  I  listened  yesterday  to  the  talk 
about  giving  the  farmers  bonds  to  sell  for  themselves  It  reminded  me  of  tlie 
Irish  drill  sergeant  who  had  an  awkward  squad  which  he  waa  drUIing. 
**  Preset  arms !  "  he  commanded,  "  Good  God,  what  a  present !  Take  two  s^ps 
to  the  front,  turn  around,  and  take  a  look  at  yourselves."  [Laughter.] 

If  those  gentlemen  who  are  talking  about  giving  the  farmers  bonds  to  sell 
for  themselves  would  take  two  or  three  steps  to  the  front  and  turn  around  and 
look  at  themselves,  they  would  see  what  a  funny  bunch  they  are. 

A  French  woman  one  time  said  to  a  friend  about  an  aciiuaintance  who  had 
committed  some  indiscretion,  "  It  is  worse  than  criminal ;  it  is  positively  silly/' 
[Laughter.] 

This  thing  of  giving  farmers  bonds  to  sell  for  themselves  is  worse  than 
oiminal ;  it  is  positively  silly.  The  banks  can  not  sell  bonds  themselves.  We 
found  that  the  Federal  land  banks  can  not  sell  bonds.  They  did  not  know  the 
bond  business.  They  are  made  up  of  loan  men.  They  wore  selected  because 
they  were  loan  men,  and  because  some  of  them  were  farmers ;  and,  further- 
more, the  banks  of  AVichita,  Houston,  Columbia,  Spokane,  Berkeley,  St.  Paul, 
New  'Orleans,  Baltimore,  and  Louisville  could  not  sell  bonds  enougli  to  wad  a 
shotgun,  anvhow,  no  matter  whom  we  had  as  officers.  You  have  got  to  go 
where  the  bond  buyers  are  in  order  to  sell  bonds.  The  fact  of  the  matter  is 
the  bonds  are  bought  mainly  east  of  Lake  Erie,  and  the  people  who  sell  bonds 
have  a  list  of  bond  buyers  and  they  are  wise  enough  not  to  publish  those  lists. 
We  did  not  have  any  lists  of  bond  buyers ;  we  did  not  know  who  would  buy 
bonds  and  who  would  not ;  and  the  idea  of  beginning  the  organization  of  a 
bond-selling  business  and  of  finally  accumulating  these  lists  of  bond  buyers  to 
Whom  we  could  send  our  men  to  sell  bonds  in  the  time  we  had  at  command 
was  so  f^toard  that  we  bad  to  abandon  It* 
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I  think  the  greatest  single  idea,  the  greatest  single  method  that  was  brought 
there  was  by  ■Mr.  Norris,  now  governor  of  the  Federal  lleserve  Bank  of  Phila- 
delphia, He  told  us  things  that  forced  Lobdell  and  me  to  give  up.  We  could 
not  suggest  any  way  out  And  what  did  we  do  then?  We  went  to  Brown 
Bros.  &  Ck).,  Lee,  Hlgglnson,  and  the  big  bond  retailers,  and  we  aisked  them 
If  tiiey  were  interested  in  this  matter  of  selling  these  bonds.  The  gentle- 
man to  whom  we  first  talked  was  a  man  from  Baltimore,  :Mr.  Griswold, 
and  he  said,  "  I  was  interested  in  this  matter  when  ytm  lirst  mentioned  it 
from  a  public  i>oint  of  view.  But  now  you  have  shown  me  wliat  it  is,  I  am 
interested  from  a  financial  point  of  view." 

We  found  that  these  men,  from  their  knowledge  of  the  bond  business,  could 
sell  these  bonds  for  a  fraction  of  the  cost  to  us  had  we  imdertaken  to  build 
up  a  bond-selling  system  and  to  go  out  and  sell  bonds.  So  we  made  this 
arrangement  with  them ;  and  then,  feeling  that  we  did,  that  Congress  had  some 
interest  in  the  law  it  passed  and  that  it  was  vastly  better  for  us  to  work  in 
harmony  with  Ckmgress  rather  than  to  get  at  loggerheads  with  Congress  and 
spend  our  time  at  Cosmos  Club  and  the  Willard  Hotel  cussing  congress- 
men, we  sent  for  a  lot  of  congressmen  who  were  interested,  including  some 
members  of  this  committee,  and  all  of  them  who  would  come  came  and  looked 
it  over— both  ^Members  of  the  Senate  and  House.  We  said,  ''Here  is  our 
predicament :  We  have  not  any  bond  market,  and  we  do  not  know  where  to 
find  the  bond  buvers,  and  we  do  not  like  to  trust  the  matter  to  some  new 
agency  and  risk  the  whole  future  of  the  Federal  Farm  Loan  System  on  a 
failure.  What  do  you  think  we  had  better  do?  Here  is  our  contract  that  we 
Are  going  to  enter  into.  Do  you  think  we  had  better  do  it,  or  not?" 

And  I  do  not  thlpk  any  ccmgressman  who  was  called  in  failed  to  approve 
the  system. 

Mr.  WiNGO.  AA'ell,  I  was  one  Member  of  Congress  who  protested  vigorously 
against  the  bond  syndicate. 

Mr.  Quick.  As  a  matter  of  fact,  we  went  ahead  and  built  up  the  system. 
In  order  to  carry  on  that  system,  which  I  thing  is  the  best  system  possible, 
unless  we  do  go  ahead  and  build  up  an  agracy  system  of  our  own,  which  is  an  ex- 
pensive thing  and  compete  ^th' these  bond  sellers,  there  has  got  to  be  a 
central  agency,  for  l*Le  reason  that  bonds  constantly  tend  to  vary  in  vnlue  on 
the  market,  by  reason  of  your  New  York,  New  England,  and  Pennsylvania 
trust  company  and  other  laws;  and,  oddly  enough,  they  favored  the  New 
England  l)ank.  If  it  is  desirable  to  keep  the  bonds  at  a  parity  all  over  the 
United  States— I  do  not  know  that  it  is,  but  I  think  it  is,  at  least  that  was  the 
idea  of  the  board— a  central  selling  agency  was  found  necessary  and  a  central 

agency  was  built  up.  ^  ^  «j 

I  have  not  analyzed  this  particular  plan  here,  but  we  were  obliged  to  buud 
up  a  central  seUing  agency.  The  banks  could  not  sell  independently,  because 
as  soon  as  they  began  to  sell  independently  we  found  them  competing  with 
each  other  in  the  various  bond  markets,  and  the  only  way  to  prevent  a  kind 
of  financial  anarchv  in  the  system  was  to  have  a  central  selling  agencr.  and 
in  some  form  we  ought  to  have  it,  and  I  think  it  ought  to  be  legaUzed  and 
incorporated.  „  ^  ^ 

I  think  that  a  single  bond  ought  to  be  issued.    If  the  banks  were  all  inter- 
dependent, the  value  of  all  the  bonds  is  just  the  same. 
Mr.  WiNGO.  Suppose  you  organiased  a  central  bank.   Would  they  not  be  up 

against  the  same  thing? 

Mr.  QmcK.  They  are  always  up  against  the  same  thing  until  they  go  to 
work.  We  always  gave  the  banks  a  lot  of  bonds  to  sell  for  themselves,  but 
they  never  could  sell  them;  they  can  not  sell  bonds:  they  are  not  that  type 
of  man,  and  the  type  of  man  to  sell  bonds  is  not  the  type  of  man  to  make 
loans  and  appraise  lands. 

Mr.  WiNGO.  Did  they  ever  try  to? 

Mr.  Quick.  Yes,  they  did. 

Mr.  WiNGo.  Whml 

Mr.  Quick,  Every  issue. 

Mr.  WiNOO.  iNIy  information  was  that  each  issue  was  turned  over  to  this 
syndicate,  and  when  anybody  wanted  to  buy  you  had  to  pay  the  syudicate 
price  to  the  bank  and  the  bank  had  to  have  a  turnover. 

Mr.  Quick.  There  was  always  a  division  of  selling  between  the  bank  and 
the  syndicate,  with  the  bank  having  the  best  of  it  in  the  matter  of  terms. 

Mr'  WiNGO.  Was  the  charge  true  that  was  made  that  when  you  had  bought 
through  the  bank  you  had  to  pay  the  syndicate  price? 
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Mr.  QmcK.  No.  The  commission  went  to  the  bank,  and  the  idea  always^ 
was  to  give  the  bank  the  opportunity  to  sell  as  many  as  it  could. 

Mr.  WiNGO.  I  know  I  had  Members  of  (Congress  protrat  to  me.  Th^  said 
they  had  to  go  to  the  cgmdleate  and  could  not  buy  from      banks  at  the  syiodN 

cate  price. 

Mr.  Quick.  They  could  buy  from  the  banks  at  the  i^ndleate  price,  but  laie- 
banks  ^ot  the  commissions. 

Mr.  WiKGO,  Is  it  not  a  matter  of  fact  that  you  claimed  at  first,  Mr.  Quick, 
that  you  were  up  against  it  on  account  of  the  unsettled  conditions  you  had  to 
make  this  airangement;  and  then  you  got  ready  for  the  next  issue  that  yon 
threatened  to  sell  independently,  and  this  syndicate  group  said  if  you  did  thev 
would  unload  and  depress  the  market? 

Mr.  Quick.  I  never  heard  of  it ;  I  do  not  tWnk  It  was  true.  The  syndicate 
would  for  their  own  sake  protect  their  own  holdings.  The  conditions  were 
unsettled,  but  tliat  was  not  the  reason  why  we  organized  this  syndicate:  it 
wdr^  because  we  had  $100,000,000  of  bonds  to  seU  and  did  not  have  any  hm(k 
organizations  for  selling  them, 

Mr.  AViNGO.  I  linow  I  was  exasperated  to  find  at  the  time  vou  had  a  very 
hard  time  disposhig  of  them;  protest  was  made  to  me  tliac  men  could  not  buy 
what  they  wanted* 

iVIr,  QtncK.  I  do  not  know  anything  about  that 

Mr.  WiNGo.  And  always  had  to  pay  a  premium? 

Mr.  QricK.  They  always  had  to  p:!y  the  premium,  but  the  premiums  on  tlie 
bonds  sold  by  the  bank  went  to  the  bank.  There  was  always  competiti<m  be- 
tween the  banks  and  the  syndicate. 

Mr.  WixGO.  I  know  that  one  Member  of  Congress  cauie  to  me  and  said  '*  I 
have  subscribed  for  $15,000.  My  allotment  is  only  $0.<X»0;'  and  lie  had  to  jro 
to  the  bond  market  for  the  rest  of  them.  That  was  at  the  time  it  was  con- 
tended that  the  market  was  bad. 

Mr,  Quick*  There  is  anottier  matter  I  want  to  speak  of,  and  then  I  want  to 
quit. 

Mr.  Stevenson.  There  is  a  very  important  section  of  this  bill,  on  page  15, 
asserting  among  other  things  that  the  loans  may  be  used  for,  subdivision  (d), 
"To  liquidate  indebtedness  of  the  owner  of  the  land  mortgaged,"  I  want  to 
get  your  opinion  about  that. 

Mr.  Quick.  We  had  that  in  the  original  act,  that  we  could  use  the  money  to 
liquidate  any  indebtedness  existing  at  the  time  of  the  organization  of  his 
association.  I  think  it  was  something  like  that.  I  have  not  talked  with  any- 
bodly  about  the  reasons  for  inserting  this  present  arrangement,  but  I  suspect 
it  was  put  in  there  because  so  many  of  the  poor  fellows  are  in  debt  and  they 
nee<l  another  act  of  indemnity.    I  do  not  know  about  that 

Mr.  WiNGo.  If  you  adopt  that,  will  you  not  practically  eliminate  (a),  (6), 
and  (c)?  What  is  the  need  of  the  provisions  (a),  (&),  and  (c)  if  you  put  (d) 
in?  If  the  banker  happens  to  be  the  secretary-treasurer,  and  he  says,  "I  will 
make  you  a  loan  from  the  bank  for  30  days.  Then  you  can  make  aD^Ucatioa 
and  come  in  under  (d). 

Mr.  Quick.  That  is  assuming  a  state  of  affairs  that  I  do  not  think  would 
exist  very  often,  but  I  think  it  would  exist  sometimes. 

Mr.  WiKGO.  It  would  esdst  in  the  minds  of  the  shrewd  banker. 

Mr.  Stevsiison.  You  take  a  fellow  who  buys  an  automobile  for  $1,000,  and 
Qiea  gives  a  note  for  it :  and  then  applies  for  a  farm*l<Min  mortgage  and  tpsts  it 
because  it  is  existing  indebtedness. 

Mr.  Quick.  I  am  not  here  to  defend  that. 

iVlr.  Steagall.  Why  not  wipe  out  all  thes^  other  things  and  put  it  on  tJiat 
basis,  and  then  they  could  go  out  and  put  in  all  they  want. 

Mr.  WiNGO.  Why  have  any  limitation  at  all?  If  you  are  going  to  say  make 
it  for  indebtedness,  then  you  can  get  around  it  pretty  easy. 

Mr.  QincK.  It  seems  to  me  it  opens  the  door  pretty  wide. 

Mr.  WiNOO.  I  have  been  told  it  is  the  object  to  open  it  pretty  wide.  One  man 
wantf?  to  borrow  the  money  and  pay  for  the  operation  for  appmdldtis  on  his 
brother-in-law. 

Mr.  Quick.  I  do  not  know  just  how  that  is  in  this  bill,  as  a  matter  of  fact. 
Mr.  WiNGO.  And  they  said  the  board  held  it  was  mt  fm  agricultural 

purposes. 

Mr.  Quick.  I  will  tell  you  what  I  would  suggest  in  answer  to  that  question, 
seriously :  I  suggest,  if  you  wish  to  amend  that,  that  it  ought  to  be  amended  in 
the  light  of  the  fact  that  the  large  number  of  farmers,  through  the  depression 
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of  the  last  three  or  four  years,  have  become  involved  in  debt,  and  whether 

that  provision  is  correct  or  not,  a  provision  oucrht  to  be  provided  for  under 
which  their  debts  that  are  burdening  them  and  destroying  them  economically 
ought  to  be  taken  care  of. 

Mr.  WiNGO.  For  instance,  take  a  carti*^man ;  if  he  uot  in  debt  in  the  oiu^ra- 
tion  of  that  cattle  ranch  by  reason  of,  say.  an  epidemic  that  wiped  out  liis  live 
atock,  eltiier  cme  of  disease  or  finance,  that  in  a  farm  operation  there ;  and  if 
the  opmition  has  shown  that  the  possible  restriction  is  too  great,  then  we 
-could  draw  some  kind  of  an  amendment  to  cover  it — ^^inddrat  to  his  farm 
operat  ons  or  otherwise,"  something  like  that. 

Mr.  Quick.  There  are  a  whole  lot  of  farmers  who  ought  to  be  helped  out  of 
4ebts,  even  if  they  are  foolish  del>ts. 

Mr.  WixGO.  Say  the  cotton  fanner  acted  imprudently  when  lie  hehl  his  cot- 
ton, and  then  finally  had  to  sell  it  nt  such  a  loss  that  he  has  a  de))t  hauiriuK 
over  liini.  That  really  ocr-urs  out  (»r'  the  operation  of  his  farm.  But  the  fellow 
who  made  a  debt  for  the  purpose  of  buying  oil  stocks  in  Texas  or  in  Arkansas, 
he  ought  not  to  have  the  benefit  of  this  public-spirited  institution  to  hcli)  hiui 
out  on  the  sipeculative  losses. 

Mr.  Srsom.  But,  supposing  he  did  that,  do  you  thtok  he  ought  to  lose  hte 
farm  and  ought  not  to  have  the  opportunity  to  borrow  money  undar  this  sys- 
tem for  the  purpose  of  savintr  his  farm? 

Mr.  WiNfio.  Do  you  think  that  tlie  farm-loan  eastern  is  created  fw  finandnf 
the  fellow  who  has  been  speculatins:  hi  oil? 

Mr.  Stkoxg.  No,  sir.  But  I  say  if  a  farmer  has  become  involved  in  debt 
tliat  it  is  to  the  interest  of  the  country  to  let  him  have  the  money  under  this 
amortized  plan  to  save  his  farm  and  continue  a  producer. 

Mr.  WiNOO.  All  right;  if  that  is  true,  you  can  conceive  of  101  conditions. 
Will  you  iMdd  it  to  *\asricttltuna  purposes/*  w  just  leave  it  open? 

Mr.  Quick.  One  more  thing,  and  then  I  am  done.  I  want  to  talk  about  the 
hond  market  a  little  bit.  We  talk  about  the  effect  of  this  increase  of  the  loan 
limit  on  the  volume  of  bonds.  Tlie  ability  of  the  farm-loan  system  to  take 
care  of  the  farm-mortgage  indebtedness  of  the  country  is  limited  by  the  willing- 
ness of  the  bond  market  to  absorb  its  bonds.  That  is  true  of  the  combined 
issues  of  the  joint  stock  land  banks  and  the  Federal  land  bank  bonds.  I  think 
that  the  Federal  farm-loan  system  is  criticized  for  going  too  slow.  But.  as  a 
matter  of  fact,  it  has  built  up  a  more  formidable  volume  of  business  than  any 
financial  astern  of  the  kind  in  the  history  of  the  world  in  a  very  short  time, 
and  I  am  inclined  to  think  it  might  have  gone  even  faster  at  times.  But  the 
tendency  always  has  been  to  avoid  crowding  the  bond  maiket. 

The  joint-stock  land  bank  bonds  and  the  Federal  farm  loan  bonds  appealed 
to  practically  the  same  market,  and  they  are  in  comi)etit!on  with  each  other. 
I  think  they  ought  to  be  put  in  competition  with  each  othe  up  to  $25,000  in  the 
size  of  loans,  and  the  question  of  whether  the  joint-stock  land  l>anks  shall 
make  these  loans  or  the  Federal  land  banks  shall  make  them  is  one  that  T 
think  ought  to  be  left  to  the  industry  itself  and  not  be  controlled  hy  act  of 
Oongress.  In  other  words,  limiting  the  Federal  land  bank  loan  below  what  is 
desired  by  a  lot  of  fammrs  who  greatly  need  accommodation. 

The  assodiatlons,  as  I  have  said,  are  not  coopwative  and  can  not  be  made 
eooperative.  I,  therefore,  am  in  favor  of  the  agency  system.  I  am  not  in  favor 
of  abandoning  the  farm  loan  association,  and  I  do  not  think  any  mmber  of  the 
board  is  in  favor  of  abandoning  the  farm  loan  association  or  ever  was.  There 
never  was  anything  like  that  said  to  me  when  I  was  on  the  board,  and  I  have 
never  gleaned  any  such  idea  from  any  member  of  the  board  since.  I  am  in 
favor,  therefore,  of  the  agency  system.  I  think  it  furnishes  exactly  the  same 
security  for  the  Federal  farm  loan  bonds  that  others  do.  I  do  not  think  it  is 
necessary  for  a  bank  to  fail  before  It  calls  in  the  5  per  cent  margin  of  security. 
I  bidleve  the  organisation  of  tbB  bantam  as  stated  in  this  bill  have  a  better 
organization  for  tibe  permanency  of  the  system.  I  do  not  flilnk  tliat  any  sudh 
thing  as  democratic  control  is  ponible  in  such  a  financial  lEQ^stem  or  is  desir- 
able, and  I  believe  that  so  far  as  the  principles  of  democracy  apply  that  they 
apply  fully  where  responsible  public  officers  are  ^pjy^Fit^  by  the  Prerident  of 
the  United  States  to  carry  the  thing  out. 

I  believe  in  some  central  selling  agency.  I  have  not  analyzed  this,  and  I 
think  it  ought  to  be  incorporated  in  a  single  form  of  bond  issue,  for  the  reasons 
I  have  stated. 

That  is  all  I  have  t#  say. 
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Mr.  STT^o^G.  You  have  not  addressed  yourself  directly,  as  I  understand  it,  to 
the  permanent  or^ranization  feature  of  the  bill,  which  is  a  change  from  the 
original  law,  by  letting  the  farm  loan  associations  electing  three  directors  and 
the  Government  through  the  Federal  Farm  Loan  board  appointing  three  direc- 
tors, the  six  to  choose  the  seventh  to  form  a  permanent  organization,  is 
different  from  the  present  law. 

Mr.  Quick.  If  I  were  a  Member  of  Ck>Dgress  I  would  vote  for  the  present  bill. 

Mr.  Strong.  The  fhoi^t  suggested  is  this:  With  the  organization  as  con- 
templated by  the  preset  law,  it  irilaees  ^  managnn^t  of  the  system  in  the 
control  of  the  borrowers. 

IMr.  Quick.  Unquestionably. 

IVIr.  Strong.  And  whether  or  not  that  would  not  destroy  the  confldwce  of  the 

bond  buyer  

Mr.  Quick  (interposing).  I  discussed  that.  I  su;?gested  that  as  a  matter  of 
fact  the  borrower  never  will  control.  The  borrower's  wliole  interest  in  the 
matter  lies  in  that  little  matter  of  the  fluctuations  of  the  dividends,  because 
he  has  invested  his  5  per  cent  and  it  is  there  and  win  stay  there,  and  the 
future  rate  of  interest  of  which  the  witnesses  have  spoken  is  of  no  conse- 
quence, because  he  has  already  borrowed :  he  has  no  further  transactions  for 
33  years,  and  you  can  not  get  out  of  the  borrowers  in  the  farm  loan  system 
anything  like  real  interest  in  its  operation.  And  when  that  interest  is  stimu- 
lated, it  is  stimulated  by  persons  having  one  or  two  motives:  First,  a  patriotic 
motive,  and.  second,  a  selfish  motive.  The  patriotic  motive  is  probably  no 
more  patriotic  than  that  of  the  member  of  the  farm  loan  board,  and  the  selfish 
motive  is  one  which  would  probably  result  in  an  agitation  for  the  control  of 
the  banks,  which  would  tend  to  impair  the  confidence  of  the  investors  in  the 
bonds. 

I  will  say  this,  that  if  the  Farm  Loan  Associations  could  or  would  do  this, 

I  would  take  a  different  view.  But  they  are  dead  as  soon  as  formed.  I  venture 
to  say  that  not  10  per  cent  of  them  have  had  two  meetincrs  at  which  they  have 
had  a  quorum  since  organized.  That  is  not  any  kind  of  an  organization  to  run 
a  gi-eat  national  system;  and  unless  you  give  them  hoods,  laasks  and  a  ritual, 
I  do  not  see  how  you  are  going  to  get  them  interested.  [Laughter.] 
I  tiiank  you,  gentlemen. 

Mr.  PEiANNAGan.  Do  you  not  think  that  the  want  of  quorum  among  the 
associations  is  largely  due  to  the  fact  that  by  rule  of  the  board  they  are 
not  allowed  to  use  proxies? 

Mr.  Quick.  I  think  maybe  the  secretary-treasurer  could  hustle  around  and 

get  proxies  enough  to  vote,  if  they  were  allowed  to  use  proxies.  But  if  a  man 
is  not  interested  enough  in  his  own  investment  and  own  loan  to  attend  me^ings 
himself,  I  do  not  know  why  he  should  be  permitted  to  have  proxies. 

Mr.  Flannagan.  Have  you  any  idea  why  the  stockholders  of  the  national 
banks  in  the  United  States  are  allowed  to  vote  proxies  in  annual  meetings  when 
they  have  not  10  per  cent  in  attendance? 

Mr.  QmcK.  I  do  not  know  about  that 

Mr.  FxANNAOAN.  I  can  say  that  if  2  per  cent  ev&  had  10  per  cent  in  atten- 
dence,  it  is  a  much  larger  proportion  than  the  national  banks  have  had»  and  it 
is  because,  in  my  opinion,  the  board  has  ruled  that  the  mmah&m  of  the  farm 
loan  associations  shall  not  use  proxies. 

Mr.  Quick.  As  I  say.  I  think  the  secretary-treasurers  who  wanted  to  ooQtrol 
or  influence  their  associations  could  hustle  around  and  get  proxies. 

Mr.  WixGo.  You  seem  to  hold  to  the  philosophy  of  Bill  Nye,  who  said, 
•*  Human  natur  am  human  natur." 

Mr.  Manson.  Do  you  believe  the  stockholders  of  the  Pennsylvania  Railroad 
have  ever  had  a  quorum  of  the  stockhold^  physically  present  at  their  annual 
meetings? 

Mr*  QoiCK.  I  do  not  think  it  would  take  them  very  long  to  chai^  tb^ 
form  of  organization  if  they  thought  they  would  ever  get  that. 

Mr.  IManson.  You  would  not  venture  the  suggestion  of  turning  the  manage- 
ment of  the  Pennsylvania  Railroad  over  to  the  Government  because  the  Stock- 
holders do  not  physically  meet  in  a  room  at  their  annual  meetings? 

Mr.  Quick.  I  might  not  for  that  reason,  but  I  would  suggest  having  it  turned 
over  to  the  Government  for  other  reasons.  By  the  use  of  proxies  the  same 
degree  of  cooperation  could  be  got  in  the  farm  loan  system  that  you  have  in 
the  Pennsylvania  Bailroad. 
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Mr,  Strong.  Without  objection,  the  committee  will  now  stand  adjourne<l 
until  next  Tuesday  at  10.80  o'dodc,  when  we  wiU  hear  Governor  Cooper. 
There  is  no  objection. 

(Thereupon^  at  4.45  o'clock  p.  m.,  the  committee  actjoumed  to  meet  Tuesday, 
January  9,  1923,  at  10.30  o*clock;a.  m.)  ti«uii^. 


OOMMITTBB   ON    BANKING  AND  CURKENCY 

BlOUSR  OF  iRBaPBESENTATIVES. 

Tuesday,  January  9,  192S. 
The  (onimittee  met,  pursuant  to  adjournment,  at  10.30  o'clock  a.  in.,  Hon, 
T.  I  rank  Appleby  presiding. 

Mr.  Appleby.  The  committee  will  be  in  order,  and  we  wiU  hear  Governor 

Cooper. 

STATEMENT  OE  HON.  ROBERT  A.  COOPER,  MEHBEB  FABM  I-OAN 

BOARD,  WASHINGTON,  D.  C. 

Mr.  Appmbt.  For  record  purposes,  please  state  your  full  name,  title,  etc. 
JMr.  Cooper.  My  name  is  R.  A.  Cooper,  mmber  B^nn  Loan  Board 
Mi\  Chairman  and  gentlemen  of  the  committee,  the  bill  that  you  have  under 
consideration  proposes  to  amend  several  sections  of  the  firm  loan  act.  I  am 
not  <^om^  over  the  details  of  each  amendment  I  will  answer  any  questions 
that  I  can,  and  it  will  not  Interfere  with  me  at  all  if  you  prefer  to  adr  ones-' 
tions  as  I  go  along.  mi««^ 

Tim  first  amendment  proposed  lias  reference  to  the  expense  of  this  system 
The  Federal  land  banks  and  the  joint  stock  land  hanks  are  well  able,  from  their 
profits,  to  pay  the  expenses  of  the  system,  acc(»r(ling  to  our  view 

Mr.  Afpleby.  That  is  now  paid  by  the  Government? 

Mr  Cooper.  Only  a  part  of  it  is  paid  by  the  Government.  The  Farm  Loan 
Board  expenses  are  paid  by  the  Government  The  compensation  of  appraisers 
and  hank  officers,  which,  of  course,  Is  the  major  part  of  the  expense,  is  now 

paid  by  tho  hanks. 

In  that  connection,  I  would  call  your  attention  to  the  fact  that  the  Goyern- 
ment  exammes  at  Government  expense  the  68  joint-stock  land  banks  Ac- 
cording to  our  view  there  is  no  reason  why  that  should  be.  The  national 
banks  and  every  other  institution  examined  by  the  Government  is  assessed  so 
much  to  pay  that  expense. 

Mr.  Fenn.  Th^  are  private  corporations,  practically? 

Mr.  Cooper.  They  are  private  .corporations,  practicaUy.  Now,  that  is  all 
there  is  on  that  particular  phase  of  the  subject 

Another  amendment  looks  to  the  permanent  organization  of  the  twelve 
Federal  land  hanks.  That  is  a  provision  about  which  there  is  considerable 
contention.  As  you  gentlemen  know,  under  the  law  as  at  present  written,  the 
provision  for  permanent  organization  provides  that  the  national  farm  loan 
associations  shall  elect  six  directors  and  the  Farm  Loan  Board  appoint  three 
It  is  argued  that  this  is  a  wise  provision,  in  view  of  the  fact  that  the  associa- 
tions are  the  sole  stockholders,  or  will  soon  be  the  sole  stockholders  The 
stock  owned  by  the  borrower  must  be  canceled  when  his  loan  is  paid,  and  it 
is  more,  as  we  see  it,  in  the  nature  of  a  guarantee  fund  than  stock.  He  can 
not  transfer  it:  he  can  not  sell  it.  But  it  is  held  by  the  bank  as  collateral 
to  his  loan,  and  when  his  loan  is  paid  it  must  be  caaceled-^ie  bas  no  choice-- 
and  it  is  canceled  at  par. 

Mr.  Fenn.  Is  not  the  purpose  of  taking  that  collateral  for  guacauteeing  tbe 
loan  I 

Mr.  CooPEB,  It  is  for  guaranteeing  the  loan. 
Mr.  Stevenson.  Is  it  not  credited  on  his  loan? 
Mr.  Cooper.  Yes. 

Mr.  Stevenson.  Has  he  not  a  vital  interest  in  it  then? 
Mr.  CooPEE.  Oh,  yes.    I  do  not  say  he  has  not  a  vital  Interest   But  that 
represents  5  per  cent  of  the  bank  assets*  Of  €Owm^  96  per  c«it  of  tlie  loan 

is  made  by  investors  in  the  bank's  bonds. 

Mr.  Appleby.  In  your  opinion,  is  holding  out  5  per  cent  sufficient  to  make 
him  interested  as  much  as  he  might  be  if  his  holdings  were  10  or  15  per  cent*^ 
The  statement  has  been  made  here  that  the  man  has  5  per  cent  stock,  after 
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be  gets  his  loan,  is  not  very  much  interested  as  to  the  amount  of  dividends, 
because  his  lioldings  are  so  smalU  Will  he  be  any  better  off  if  he  held  10 
per  cent  of  the  stock? 

Mr.  CooPEi{.  Of  course,  I  imagine  his  interest  in  the  bank  would  be  iucreased 
in  proportion  to  his  stock  holdings. 

I  wonid  like  to  say  that  has  been  one  of  the  difficult  problems  we  have  had. 
You  can  not  get  the  stodkbolders  to  take  an  interest  in  the  local  associations— 
sometimes  th^  do;  in  some  associations  they  do  take  an  interest,  and  the 
associations  are  rendering  splendid  service;  in  others  they  seem  to  take  no 
interest.  You  can  not  get  a  meeting,  and  the  records  show  that  since  the  sys- 
tem has  been  organized  not  over  10  per  cent  have  had  a  qnomm  at  their  annual 
meetings. 

Our  sole  purpose,  I  would  like  to  say,  in  suggesting  this  amendment  is  tc 
fnmish  the  best  possible  facilities  for  providing  money  to  the  farmer  at  the 
lowest  possible  cost.  We  believe  that  it  is  in  the  interest  of  marketing  the 
securities. 

I  would  like  to  state  in  that  connection  that  this  bill  provides  that  the 
seventh  director — and  there  has  been  a  good  deal  said  about  that  being  some- 
what camouflaged,  though  it  was  not  intended  to  be  camouflaged,  I  am  sure — 
shall  be  an  actual  farmer,  resident  of  the  community.  I  can  not  conceive  of  a 
design  to  select  a  man  who  is  going  to  be  the  wiUing  tool  of  tlie  Farm  Loan 
Board  or  anyone  else. 

And  I  would  like  to  say  that  I  think  every  person,  so  1'ar  us  I  know,  con- 
nected with  the  Farm  Loan  Board  has  but  one  ambition,  and  that  is  to  make 
this  system  serve  the  purpose  of  its  creation. 

I  want  to  say,  also,  that  it  is  not  the  purpose  of  any  amendment  to  destroy 
the  assodation.  The  association,  as  I  said  awhile  ago,  has  been  one  of  our 
problems  since  I  have  been  on  the  board.  I  want  to  give  you  a  few  illus- 
trations, because  I  deal  with  the  associations ;  that  is  my  specialty  on  the 
board.  There  is  one  association  in  the  State  of  Maryland  where  a  few 
months  ago  a  gentleman  wanted  to  submit  his  application  for  a  loan.  The 
secretary-treasurer  did  not  like  him  for  some  reason  or  other — I  do  not  know 
why.  The  man  made  out  his  application,  passed  it  in,  and  the  secretary- 
treasurer  refused  to  send  it  to  the  bank.  That  man  has  been  deprived  of  the 
privily  of  ev^  submitting  his  application.  It  was  taken  up  with  the 
directors  of  the  association.  Th^  said,  ''Well,  the  secretary-treasure  is 
looking  after  that ;  you  will  have  to  go  to  him."  That  sometimes  happens.  I 
do  not  mean  to  say  that  that  is  the  general  rule  at  all. 

In  other  cases  the  secretary-treasurer  is  derelict.  I  coiild  show  you  many 
instances  where  applications  have  been  in  the  local  association  for  six  months, 
not  sent  in  to  the  bank  at  all.  Well,  that  is  not  giving  service,  and  it  ia 
in  that  kind  of  an  association  where  we  would  like  to  have  some  authority. 
We  ought  to  be  able  to  say  to  the  secretary-treasurer,  "  You  must  get  out,  or 
else  we  will  appoint  a  local  agent  in  that  community  to  give  the  farmers 
the  service  they  are  entitled  to.'* 

Mr.  Stbvknson.  That  is  a  very  different  proposition  from  the  one  you  put 
up  here.  I  do  not  see  very  much  difficulty  about  that  A  very  simple  amend- 
ment to  the  law  would  give  you  the  authority  to  say,  where  this  loan  asso- 
ciation refuses  to  do  anything  or  refuses  to  carry  out  these  ordinary  func- 
tions, "  Here,  we  will  appoint  an  agent  who  will."  I  do  not  see  the  objection 
to  that,  but  I  do  see  a  good  deal  of  objection  to  dehorning  the  association 
before  tliey  have  ever  had  an  opportunity  to  act  on  anything  of  importance 
except  loans. 

There  is  another  thing  I  want  to  ask  you  about  those  associations  being 
mutual:  Is  it  not  likely  they  are  a  pretty  good  safeguard  against  fellows 

coming  in  who  ought  not  to  be  loaned? 
Mr.  Cooper.  No ;  I  do  not  think  so. 

Mr.  Stevenson.  You  do  not  think  that  is  a  proper  check? 

Mr.  Cooper.  I  do  not  think  there  is  any  check  there;  that  is,  any  effective 
check.  We  have  to  be  constantly  on  the  lookout  to  get  the  right  kind  of  a 
man  for  Federal  appraiser.  He  is  the  person  on  whose  report  the  loan  is 
made.  He  goes  into  tbe  community,  examines  the  security,  and  makes  an 
examinatioii  of  fhe  standing  of  tiie  applicant  Frequently  in  associations, 
as  you  can  see,  by  going  through  the  reports  that  we  have  up  there  in  the 
office,  a  person  applies  for  so  much,  and  values  his  security  so  mudh,  and  tiie 
local  committee  says  that  is  correct.  It  runs  ri^t  altMig. 
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In  other  associations,  for  illustration,  they  have  proven  a  material  protec- 
tion. That  indicates  to  my  mind  that  the  association  is  really  looking  after 
the  Interests  of  its  members  and  the  farm  loan  system.  As  I  say.  where 
that  is  the  case,  there  is  no  liquidation  contemplated  or  suggested.  They  have 
proven  a  material  protection. 

Another  tli<mght  right  there:  This  amendment  provides  that  the  association 
may  be  Uquidated  only  by  vote  of  two-thirds  of  the  stockholders.  Should  not 
they  have  that  right?  If  they  beUeve  from  their  experience  that  they  can 
serve  their  interests  better  through  some  other  method,  should  not  th^ 
be  allowed  to  do  that?  Why  hold  them  down  to  a  plan  of  opemtton  that  fliey 
find  IS  not  working  to  their  best  interests  when  something  else  would  be  more 
effeotiv.-,  V.nit  is,  a  referendum  to  the  borrower?  The  Farm  Loan  Board 
can  not  originate  any  liquidation  of  the  association. 

Mr.  Stevenson.  If  you  will  permit  a  question  right  there 

Mr.  OooFEB.  Yes. 

Mr.  Stevenson.  I  have  not  said  very  much  about  that  feature  of  it.  But  by 
that  liquidation  of  the  association  you  incr^e  the  security  of  the  bondholder 

after  he  lias  bought  his  bonds. 

Mr.  Cooper.  I  am  cflad  you  mentioned  that. 
Mr.  Stevkxsox.  What  effect  would  that  have? 

Mr.  Cooper.  Let  us  see  wlnit  are  the  assets.  It  is  the  double  liability  of  the 
stockholder  in  the  association.  You  transfer  that  to  tlie  bank.  It  has  been 
suggested  here  that  that  is  not  the  same  thing.  But  the  bondholder,  so  far 
as  he  is  concerned,  will  never  ask  that  that  provision  be  enforced  until  his 
obligation  is  impaired  or  its  impairment  is  threatened.  Then  the  bank  would 
go  to  every  stockholder  hi  the  entire  bank  cm  that  double  liabiUty.  That  is 
all  the  association  could  go  to. 

Now,  it  may  be  that  in  some  individual  cases  that  might  possibly  work  some 
injustice  to  certain  borrowers.   But  that  is  their  liability  now  and  it  is  slo^^ 

transferred  from  the  association  to  the  bapk.   The  bondholder  has  the  same 

security. 

Mr.  Stevensox.  I  thhik  you  will  find  on  careful  analysis  nf  it  tluit  he  has 
not  quite  the  same  security.  I  have  not  said  very  much  about  that,  but  it  is 
a  live  question  from  the  standpoint  of  the  bondholder.  The  bondholder,  it  is 
true,  to  start  with,  has,  as  it  is  now  the  security  of  the  bank  which  issues 
bonds  and  all  the  other  banks  ultimately.  Then  it  lias  the  security  of  the 
liability  of  the  loan  association,  or  whatever  it  may  be.  You  see  its  assets 
are  the  double  lhil)ility. 

Mr.  (^ooi'ER.  Tliat  is  all  it  is. 

Mr.  Stevenson.  Of  the  stockholders.  Now,  on  default  of  loans  from  that 
association  the  bank  is  still  perfectly  solvent;  that  personal  liability  of  the 
stockholder  to  the  association  can  be  enforced? 

Mr.  CJooPEK.  Yes. 

Mr.  Stevenson.  Although  the  bank  is  perfectly  solvent? 
Mr.  Cooper.  Yes. 

Mr.  Stevenson.  Because  it  is  the  default  of  the  association  and  the  personal 

liability  of  the  mortgagor,  and  of  to  the  stockholder,  is  to  the  association,  and 
it  can  be  enforced  whenever  the  association  is  in  default.  The  liability  of  the 
stockholder,  which  is  direct  to  the  bank,  can  be  enforced  also,  but  only  when 
the  bank  is  in  default.  Don't  you  see  that  it  would  involve  the  very  much 
more  likely  thing,  that  you  can  enforce  the  liability  of  these  stockholders  and 
a  great  many  members  of  the  associations  when  tlie  association  is  in  default, 
when  the  bank  is  running  absolutely  clear?  There  Is  a  great  deal  in  that 
su^estion. 

Mr.  Coopeb.  Yes;  but  the  bondholder  is  not  interested  until  the  bank  is  at 
least  threatened  with  insolvency.   The  point  is  perfectly  good. 

Mr,  Stevenson.  That  may  be  true.   But  have  you  not  unloaded  the  liability 

of  these  fellows  in  these  associations,  who  are  not  doing  their  duty,  on  all  of 
the  stockholders  of  the  banks?  In  other  words,  here  is  an  association  [illus- 
trating] that  is  ^oing  all  right;  here  [indicating]  is  another  over  here  that  is 
not,  and  you  go  onto  that  association  and  go  onto  its  stockholders  and  make  it 
make  good.  But  your  proposition  now  will  result  in  none  of  them  being 
crowded  until  the  bank  itself  becomes  impaired,  and  then  you  go  on  all  of 
fbem,  regardless  of  what  association  Qiey  belong  to. 
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Mr.  Cooper.  Mr.  Stevenson,  under  the  present  arrangrai^t,  each  and  every 

association  has  that  liability. 
Mr.  Stevenson.  Yes. 

Mr.  Cooper.  And  if  the  bank  ever  becomes  threatened  with  insolvency  or  its 
obligations  impaired,  then  it  would  assess  each  and  every  association,  and  the 
aasodation,  in  turn,  would  assess  each  one  of  its  stockholders. 

Mr.  SmvjBNsoN.  That  is  exactly  where  the  injustice  would  work.  You  would 
assess  every  association  regardless  <a  whether  it  by  its  default  had  brought 
about  this  situation  or  not 

Mr.  Cooper.  That  is  under  the  present  law. 

Mr.  Stevenson.  That  is  under  the  present  law,  if  the  thing  proceeded  to  a 
point  where  the  bank  itself  was  impaired,  but  if  it  does  not  proceed  to  that 
point  you  can  stop  it  by  going  to  the  stockholders  of  the  associations  that  are 
doin^^  wrong;  and  under  the  other  scheme  you  would  hnve  to  wait  until  that 
impaired  the  bank,  and  then  go  on  to  everybody.    That  is  the  difficulty  about  it 

Mr.  Ck>oPKB.  You  would  not  assert  this  double  liability  against  any  one  under 
the  new  plan.  us  call  it  fhe  "new  plan,"  until  the  bank's  obligations  were 
Impaired. 

Mr.  Stevenson.  That  is  right 

Mr.  Cooper.  But  now,  under  the  present  law,  if  the  bank's  obligations  should 
become  impaired,  you  would  assert  that  against  every  association  and  throui^ 
the  association  through  every  stockholder. 

Mr.  Stevenson.  But.  before  the  thing  became  impaired,  here  is  an  associa- 
tion that  begins  to  go  wrong  down  here  (illustrating).  The  thing  to  do  is  to 
go  on  to  it  and  make  it  assert  this  stockholder's  liability  against  its  stock- 
hcdders,  and  thereby  prevent  the  impairment  of  the  bank,  and  the  accumulation 
of  liability,  and  thereby  you  reach  the  fallow  who  is  d^aulting. 

Mr.  CJooPER.  You  would  do  that  Just  as  ^ectively  under  this  plan,  because 
when  this  individual  stockholder  has  defaulted,  there  is  his  default  liability. 

Mr.  Stewnson.  Oh,  no— ^ell,  his  liability,  so  far  as  title  stodc  he  owns,  is 
there  

Mr.  Cooper  (interposing).  Yes. 

Mr.  Stevenson  (continuing).  But  the  stockholder's  double  liability  would 
never  be  available  until  the  bank  itself  went,  too.  Therefore,  you  would  not 
have  the  recourse  against  the  defaulting  stockholder  that  you  would  through 
the  association. 

Mr.  OoopsB.  Let  us  see,  now.  Tou  would  have  in  a  particular  aasodation  one 
or  two  defaulting  members. 
Mr.  Stevenson.  Yes. 

Mr.  CoopEB.  And  you  would  assess  against  the  ratire  atsociatiCMi  this  double 
liability  for  these  two  who  defaulted? 

Mr.  Stevenson.  Yes. 

Mr.  Cooper.  Now,  why  is  that  any  more  just  to  assess  against  those  innocent 
members  of  that  association  than  it  would  be  to  make  a  similar  assessment 
against  all  the  stockholders  of  the  bank? 

Mr.  Stevenson.  Simply  because  that  bunch  of  fellows  are  in  that  association 
and  by  fhdbr  crfBce  they  have  let  a  couple  of  crooks  get  by,  and  tliat  is  the 
reason  for  the  association. 

Mr.  Cooper.  And  in  the  otbar  case  they  are  all  in  the  bank  and  have  agreed 
to  become  liable. 

Mr.  Stevenson.  Well,  they  have  to  agree  to  get  anything.  You  get,  them, 
in  other  words,  being  liable  primarily  for  every  fellow  in  the  system,  whether 
he  has  had  anything  to  do  with  his  getting  in  or  not ;  as  the  law  is  now  he  is 
only  liable  primarily  in  his  stockholder's  liability  for  the  default  of  the  fellow 
he  has  allowed  to  get  in,  either  by  his  active  cooperation  or  his  default 

Mr.  QoLDSBOBouGH.  Doos  not  tiie  present  system  intend  to  prevent  accumu- 
lated liability?  Don't  you  get  the  defaulter  under  the  present  CQTStem  better 
than  you  would  wait  until  the  bank  itself  became  involved? 

]Mr.  Cooper.  I  wish  you  gentlemen  would  bear  in  mind  that  that  is  not  a 
proposition  to  abolish  the  associations;  that  is  not  the  primary  purpose  of 
this  amendment ;  it  is  not  the  primary  purpose,  by  any  means.  But  wherever  in 
a  community  the  association  does  not  function,  then  we  want  to  have  some 
avenue  for  the  borrowers  in  that  community  to  get  the  benefit  of  the  farm 
loan  system.  Now,  wh^  the  association  continues — and  it  will  continue  If 
the  borrowers  want  It— you  will  have  that  same  liability ;  you  will  have  what- 
ever advantage  It  gives  you. 
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It  is  but  a  question  of  letting  the  borrowing  farmers  decide  after  they 
have  tried  out  the  thing,  whether  or  not  tlie  association  is  better  for  them, 
or  whether  or  not  they  can  be  served  better  through  an  agency. 

Mr.  Manson.  Governor  Cooper,  at  the  present  time,  is  it  not  a  fact  that 
where  there  is  default  of  one  member  of  an  association  that  the  bank  holds 
up  and  deducts  from  the  dividends  of  the  association  the  amount  of  that  de- 
fault, and  thereby  the  latter  is  charged  off  on  the  books  of  the  bank  itself, 
instead  of  being  carried  as  an  association  item? 

Mr.  Cooper.  That  is  not  universal ;  it  is  done  in  some  cases. 

Mr.  Manson.  It  is  a  pretty  general  practice,  however,  is  it  not? 

:Mr.  Cooper.  I  am  not  prepared  to  say  that  it  is  generaL  I  know  it  is 
general  in  some  cases,  and  in  other  cases  it  is  not. 

Mr.  :\lAxsoN.  It  can  be  done  in  all  cases  under  the  law,  can  it  not? 

Mr.  Cooper.  Yes,  it  can  be. 

Mr.  Manson.  Then,  an  association  will  have  the  dividends  represented  by 
the  stock  of  all  of  its  members,  while  under  your  scheme  of  direct  loaning 
there  would  only  be  the  dividaid  of  the  particular  member  in  default? 

Mr.  CooPEB.  Yes. 

Mr.  Manson.  And  in  instances  would  the  dividend  of  the  particular  member 
in  default  be  sufficient  to  cover  or  come  anywhere  near  covering  the  amount 

he  would  be  in  default? 

Mr.  Cooper.  Of  course,  it  would  not  be  as  much — the  dividend  of  that 
particular  member  would  not  cover  it. 

Mr.  Manson.  This  bill  contains  a  provision  providing  for  the  voluntary 
liquidation  of  the  association? 

Mr.  Cooper.  Yes. 

Mr.  Manson.  And  the  bill  provides  that  when  the  aS80ciati<m  liquidateB 

the  borrowers  become  direct  borrowers  and  direct  stodkSudders? 

Mr.  Cooper.  The  stock  transferred  to  the  bank. 

Mr.  Manson.  So  that  in  that  way  the  association  endorsem^t  automatical^' 
disappears  by  the  disappearance  of  the  endorser,  does  it  not? 

Mr.  CooPEB.  Yes. 

Mr.  Manson.  :Xow,  then,  can  you  imagine  any  reason  why  borrowers  who 
have  already  secured  their  loans  and  who  can,  by  voluntary  liquldatioa, 
should  continue  to  maintain  an  association  whi^  will  extend  tfa^r  liability 
as  endorsers,  when  all  they  need  is  to  vote  to  liquidate  to  get  out  ot  their 

liability? 

Mi\  Cooper.  I  can  not  imagine  any  reason  in  the  world  why  if  their  security 
or  the  security  of  the  bank  is  perfectly  safeguarded  under  the  other  system 
that  they  should  be  required  to  stay  in  an  association  if  they  l>eUeve  thSi^t 
association  does  not  serve  their  purpose. 

Mr.  Manson.  My  point  is  this,  however:  That  this  bill  offers  an  inducement 
to  them  to  liquidate,  in  that  it  offers  them  the  oppwtunity  to  escape  their 
liability  as  indorsers. 

Mr.  Cooper.  Let  me  answer  you  by  giving  an  illustration  of  what  is  actually 
in  existence  t<»-day.  I  do  not  suppose  there  is  a  better  loan  district  in  the 
United  State^^  than  the  State  of  Iowa.  The  fact  is  to-day  that  the  joint-stock 
land  banks  are  jrettinsr  more  loans  of  less  than  $10,000  in  the  State  of  Iowa 
than  the  Federal  hind  banks.  Why?  The  Federal  land  bank  is  anxious  to 
get  those  loans.  There  must  be  some  reason  for  it;  they  must  prefer  the  direct 
method ;  and  I  can  not  understand,  gentlemen,  why  it  is  if  the  Congress  gives 
to  the  joint-stock  land  banks  the  privilege  of  making  a  direct  loan,  if  it  gives 
the  Joint-sto^  land  banks  the  same  tax-exempt  privilege,  gives  them  the  right 
to  make  a  loan  for  $10,000,  why  should  you  deny  that  same  privilege  to  titie 
mutual  bank  that  is  operated  primarily  for  the  benefit  of  the  borrower? 

Mr.  Manson.  I  am  not  arguing  the  question  of  whether  this  is  a  txood  thing 
or  a  bad  thine:.  I  was  simply  tvy  nir  to  j;et  at  the  fact  tluit  the  bill  offers  as 
an  inducement  to  the  borrower  who  has  already  sec-ured  his  nnmey  the  release 
of  h"s  liability  or  the  liability  of  li  s  rissociat^m,  as  an  inducement  to  liquidate; 
and  do  yim  i:r»ajrfne  that  when  tliat  fact  is  once  well  known  that  there  will  be 
any  a.^sociation  that  will  c<fnt  nue  in  ex'stence? 

Mr»  Ck)OFEB.  I  think  that  there  is  a  gentleman  here  from  the  State  of  Iowa 
who  is  secretary-treasurer  of  an  association.  He  is  also  the  pres  dent  of  the 
associati(m,  and  he  has  an  association  that  will  not  liquidate,  niere  are  many 
of  them  that  will  not  liquidate,  because  those  associations  are  rendering  a  real 
service  to  their  commtmity.  There  is  no  desire  on  the  part  of  anyone  to 
liquidate  an  association  like  that,  and  I  believe  tlie  lM)rrowlng  farmers  would 
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be  willing  to  pay  the  additional  expense  becaust^  of  the  Kserviee  it  is  giving. 
And  I  think  that  would  run  about  50  per  cent  of  the  associations. 

Mr,  Stevenson.  Governor,  you  asked  a  question  just  now  that  I  do  not  think 
should  go  uniinswered,  for  fear  somebody  would  think  it  is  unchnUenged. 
Why  were  the  joint-stock  land  banks  given  exemption  from  taxation  and  the  ' 
l  iuht  to  make  direct  loans,  and  the  mutual  banks  not  given  that  right?  In  the 
lirst  phice,  because  you  have  stated  the  distinction  in  the  word  mutual." 
They  are  mutual.  It  is  a  nuitual  itooliuij:  of  Mic  interests  of  these  associations, 
and  because  you  have  an  association  with  the  liability  which  we  have  been 
discussing,  which  is  superior  to  the  individual  liability  of  any  one  man.  whch 
gives  the  mutual  bank  a  stronger  position ;  and  that  being  the  institution  which 
this  Government  established  primarily  for  the  small  farmer,  we  desire  to  keep 
it  so  there  will  be  no  destruction  of  that  mutuality  and  so  that  the  liability  of 
its  association  will  not  be  deducted.  So,  in  other  words,  it  will  have  the 
additional  liability  behind  its  bonds,  which  evidenced  by  the  fact  that  its 
loans  are  now  lieing  made  at  a  less  rate  and  its  bonds  are  being  sold  at  a  lower 
rate  than  the  joint-stock  lijnd  hank  Ivmjl^.  "NVe  liave  'restricted  it  :ind  tiier^^by 
we  have  made  it  stronger;  and  these  very  Iowa  people  who  are  here  suylnc:, 
**  We  want  you  to  fix  it  so  we  can  borrow  in  this  mutual  bank,  because  we  can 
get  our  money  cheaper.'* 

Mr.  GooPKB.  Yes;  I  think  the  mutual  bank  is  in  position  to-day  to  furnish 
the  cheapest  money. 

Mr.  STKvmsrsoN.  So  that  they  can  loan  money  cheaper  and  so  that  their 
bonds  will  sell  higher.  There  is  no  injustice  in  our  saying  that  you  have  got 
to  maintain  this  organization  which  has  enabled  you  to  do  it. 

Mr.  Cooper.  I  think  you  have  overlooked  the  fact  that  the  cooperative  unit 
in  the  farm-loan  system  is  the  Federal  land  banks.  You  have  12  banks,  each 
guaranteeing  the  obligations  of  the  other,  and  that  is  the  thing  that  makes 
your  bond  sell ;  it  is  not  the  association. 

Mr.  Stevenson.  That  is  another  advantage  we  have  given  them,  and  we  have 
required  th^,  on  the  other  hand,  to  maintain  a  certain  more  direct  liability 
<m  the  part  of  the  stockholders* 

Mr.  CooPKR.  I  do  not  think  you  have  any  grater  liability  on  the  part  of  the 
stockholders,  because  the  joint  stocks  have  that  same  liability. 

Mr.  Stevenson.  They  have  like  liability  if  these  amendments  were  adopted? 

Mr,  CoopE?..  Yes ;  they  have  it  as  national  banks  and  all  other  banks. 

Mr.  Appleby.  Will  you  proceed  with  the  discussion  of  your  bill? 

Mr.  Cooper.  The  next  matter  is  the  loan  limit.     I  have  already  referred  to 
that,  and  that  is  all  I  care  to  say  on  it. 

Mr.  Appleby.  Are  you  in  favor  of  the  increase  in  the  provision  of  the  bill 
covering  the  loan  limit  from  $10,000  to  $25,000? 

Mr.  CoocPBB.  I  would  like  to  say  now,  answering  for  myself  and  not  for  the 
board  or  any  one  else,  that  I  can  see  why  that  should  be  denied  the  Federal 
land  banks  when  it  is  given  to  other  banks.  I  can  not  follow  that  line  of 
argument,  and  I  want  to  say,  in  that  connection,  there  seems  to  be  on  the  part 
of  some  members  of  the  committee  the  apprehension  that  if  you  increase  the 
loan  limit  it  will  be  to  exclude  the  small  borrower.  There  is  nothing  that  the 
Farm  Loan  Board  takes  so  much  pride  in  as  the  number  of  small  loans  we  are 
making,  and  the  Federal  Land  Bank  of  New  Orleans  is  an  example  of  what 
they  will  do  and  what  the  banks  want  to  do, 

A  few  days  ago  we  started  an  association  in  that  district,  with  a  total 
number  of  25  borrowers,  total  loans  approved  the  sum  of  $21,000,  average  loan 
less  than  $1,000 ;  and  that  is  something  that  we  want  to  continue,  because  the 
Federal  land  bank,  you  must  bear  in  mind,  has  not  any  motive  for  excluding 
the  small  borrower:  it  does  not  increase  the  salary  of  any  one,  it  does  not 
increase  the  compensation  of  anyone.  But  they  are  imbued  with  the  idea  of 
service  to  atrriculture,  and  there  is  no  danger  of  that  being  interferred  with  by 
increasing  tlie  loan  limit,  in  my  opinion,  unless,  of  course,  you  should  overload 
the  market  with  the  securities. 

Mr.  Steagall.  Mr.  Cooper,  you  say  you  are  in  favor  of  the  increased  maximum 
limit  provided  in  this  bilL  Yon  do  not  mean  that,  do  you?  You  would  not 
take  oil  aU  of  the  limit? 

Mr.  CooNSL  Oh,  no. 

Mr.  Steagall.  This  bill  is  so  drawn  that  a  casual  reader  might  not  get  its 
foU  meaniog,.  but  it  is  so  drawn  that  it  takes  q&  all  limit,  because  it  provides 
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th.'it  the  limit  shall  not  be  in  excess  of  that  which  the  joint-stock  land  banks 
are  allowed  to  make. 
Mr.  Cooper.  Yes. 

Mr.  Steagaiju  And,  as  a  matter  of  fact,  there  is  no  limit  in  the  law  as  to 
the  maximum  toans  which  may  be  made  by  the  joint-stock  lands  bant^  the 
only  limitation  being  a  rule  of  the  board  which,  of  course,  might  be  6^  aside 

any  day  in  the  the  world.  Not  that  I  think  for  a  moment  the  present  board 
would  do  that,  because  I  am  sure  they  would  not,  but  I  speak  of  what  would 
be  possible  under  the  law  as  it  exists.  What  you  mean  to  say  is  that  you 
favo]'  increasing  this  to  $25,000? 

Mr.  CooPKU.  Yes,  I  fav(»r  that.  I  favor  giving  the  mutual  banlcs,  as  I  say, 
an  e<iual  privilege  with  the  joint  stock  banks.  I  do  nol  favor  increasing  it 
to  the  extent  it  is  under  the  present  law, 

I  think  that  the  maximum  loan  ought  to  be  determined  by  the  average 
economic  farm  unit;  that  it  onght  not  to  be  operated,  the  act  ought  not  to  be 
drawn  so  as  to  encourage  large  land  holdings.  I  believe  the  salvation  ot  the 
agricultural  industry  is  in  encouraging  the  small  farmer.  That  is  my  own 
opinion :  I  am  not  speaking  for  others  in  that,  but  since  you  have  the  provi- 
sions  for  the  larger  loans  by  ynnt  stock  banks  I  can  not  see  why  you  should 
deny  tliat  to  the  Federal  banks. 

I  want  to  submit  to  the  committee  the  letter  which  has  been  referred  to, 
but  which  I  believe  has  not  been  included  in  tlie  proceedings  as  yet.  When 
this  bill  was  introduced  I  got  copies  of  it  and  sent  a  copy  to  each  secretary- 
treasurer  in  the  United  States  along  with  this  letter,  asking  his  critleism  of  the 
bill  (reading)  : 

"  For  your  information  there  is  inclosed  herewith  a  copy  &t  House  bill 
13125  amending  six  different  sections  of  the  Federal  farm  loan  act. 

"Tliis  measure,  the  first  in  tiie  nature  of  a  general  revision  that  has  been 
presented  to  (^ongress  in  the  last  three  years,  was  introduced  in  the  House 
of  Representatives  by  (Congressman  Strong,  a  member  of  the  so-called  "farm 
bloc  of  the  House,  having  been  placed  in  his  hands  by  the  legislative  agents 
of  tlie  Federation  of  Fflu*m  Bureaus,  whose  approval  it  has." 

(The  leU&c  in  full  is  as  follow) : 

Treasury  DEPART>rENT, 
Federal  Farm  Loan  Bureau, 
Washington^  December  9, 19B2. 

To  all  S3CCBETABT-TB]&ASnRE»8 : 

For  your  information  there  is  inclosed  herewith  a  copy  of  House  bill  13125 
amending  six  differeit  sections  of  the  Federal  farm  loan  act. 

This  measure,  the  first  hi  the  nature  of  a  general  revision  which  has  been 
presented  to  Congress  In  the  last  three  years,  was  introduced  in  the  House  of 
Representative  by  Congressman  Strong,  a  member  of  the  so-called  "  farm  bloc  " 
of  the  House,  having  been  placed  in  his  hands  by  the  legislative  agents  of  the 
Federation  of  Farm  Bureaus,  whose  approval  it  has.  A  tentative  draft  of  it 
was  fully  discussed  at  a  recent  meeting  of  the  presidents  of  the  Federal  land 
banks  and  approved  by  all  of  them  except  President  O'Shea,  of  the  twelfth 
district,  who  was  absent  on  account  of  illness.  The  Farm  Loan  Board  is  in- 
clined to  approve  the  measure  in  its  entirety,  although  in  doing  so  it  is  obliged 
to  compromise  its  views  as  to  some  of  its  provisions,  which  is  always  neces- 
sary in  securing  legislattoa  as  to  whkb  different  views  eadst 

The  provisions  for  permanent  oi^ganizatlon  and  increasing  the  loan  limit 
seem  to  be  the  principal  cause  of  controversy  so  far  as  it  has  developed  to  date. 
The  Farm  Loan  Board  would,  therefore,  be  grateful  for  an  expres^on  of  your 
judgment  as  to  the  matter  of  permanent  organization  and  the  increase  of  the 
loan  limit  as  provided  in  the  bill.  It  appears  necessary  to  include  both  these 
provisions  in  order  to  secure  the  adoption  of  either. 

You  will  notice  under  section  2  that  the  plan  for  permanent  organization 
differs  from  the  original  act  in  several  respects.  The  board  of  directors  is 
reduced  from  nine  to  seven.  Under  the  provisions  of  this  bill  three  will  be 
chosen  by  associations,  three  appointed  by  the  Government,  and  those  six  will 
annually  select  a  director  and  chairman  of  the  board  for  one  year,  who  must 
be  actually  engaged  in  agricultural  pursuits  at  the  time  of  his  selection.  In 
event  of  a  tie  vote  on  the  selection  of  this  seventh  director  the  farm  loan 
commissioner  is  authorized  to  cast  the  deciding  vote. 

The  method  of  electing  the  local  directors  is  modified  by  requiring  the 
land  bank  district  to  be  divided  into  directors'  districts  instead  of  electing 
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all  of  the  district  directors;  from  tho  district  at  large.  The  voting  priv- 
ilege is  given  to  borrowers  throiigli  agencies  and  provision  is  made  that 
each  association  shall  cast  a  vote  for  director  in  proportion  to  its  voting 
strength.  The  present  law  leaves  in  doubt  the  question  as  to  whether 
or  not  the  association  has  one  vote,  or  its  voting  strength.  This  provision  is, 
as  stated  above,  a  compromise  between  the  views  of  those  who  would  have 
fhe  majority  of  the  board  appointed  by  the  Goveniment  and  those  who  would 
have  the  majority  elected  by  the  associations.  It  seems  to  provide  a  fair 
degree  of  local  representation  and  yet  preserves  a  reasonable  Government  con- 
trol, \\  hich  is  believed  essential  to  the  permanent  maintenance  of  a  market  for 
farm  loan  bonds. 

The  theory  on  which  a  loan  limit  of  $10,000  to  one  person  was  based  is  that 
a  loan  for  this  amount  should  take  care  of  the  average  farm  unit.  Experience, 
however,  during  the  past  five  years  seems  to  demonstrate  that  this  amount  is 
inadequate  in  a  considerable  portion  of  the  Umted  States,  particularly  in  the 
com  belt  and  certain  parts  of  the  cotton  belt.  Hence  the  d^siand  from  those 
sections  for  the  increase  provided  in  the  bill. 

The  board  will  be  pleased  to  have  a  specitic  expression  from  you  concerning 
these  provisions,  w  ith  any  other  comment  you  may  wish  to  make  on  these  or 
oHier  provisions  of  the  bUL 
Cordially  yours. 

Member,  Farm  Loan  Board. 

Mr.  Appleby.  Is  there  any  farm  bloc  in  the  House? 

Mr.  Cooper.  How  is  that? 

Mr.  Appleby.  I  say.  Members  of  Congress  do  not  know  of  any  farm  bloc. 

Mr.  Cooper.  It  is  so  called.  I  hear  it  referred  to  as  that ;  and  then  I  under- 
stood that  the  farm  bureaus  had  approved  its  introduction. 

Mr.  Strong.  Just  a  moment  I  introdoeed  the  hill,  and  your  statemmt 
is  absolutely  new  to  me. 

Mr.  OoQPKR.  I  say  that  is  the  information  I  had  at  that  time. 

Mr.  Stbowg.  The  bill  was  drawn  after  a  good  deal  of  consultation  among 
the  members  of  the  House  from  agricultural  districts,  heads  of  farm  organi- 
zations, the  presidents  of  the  farm  loan  banlts,  and  members  of  the  Farm 
Loan  Board,  and  a  good  many  compromises  were  effected.  The  bill,  as 
finally  agreed  to,  was  rewritten,  I  thinlc,  by  Mr.  Dickinson,  of  Iowa,  from 
whom  I  received  it  for  introduction.  We  had  had  an  agreem^t  that  wh^ 
it  was  finally  perfected  and  agreed  to,  I  should  introduce  It 

Mr.  CkxxPEB.  I  say  that  was  the  information  I  had  at  that  time. 

My  only  purpose  in  introducing  it  was  to  perpetuate  and  to  improve  the 
form  loan  system  in  the  interest  of  the  farmer  who  borrows  the  money  and 
to  have  him  borrow  it  with  the  least  possible  trouble  and  at  the  lowest  possible 
rate;  and  that  is  the  only  interest  I  have. 

Mr.  Cooper.  And  I  want  to  say  we  indorsed  your  bill  for  that  reason. 

Mr.  GoLDSBOROUGH.  Govemor  Cooper,  you  have  stated,  as  I  understood  you, 
that  you  tliought  that  the  ultimate  interest  of  American  agriculture  was  to 
discourage  large  land  holdings? 
CoopCiB.  'S'^Sy  sdr* 

Mr!  GoxjMSBQBoiroH.  Well,  do  you  reconcile  that  with  your  advocacy  of  in- 
creasing this  loan  limit  from  now  $10^000  to  926fi00,  but  more  or  less  in* 

definitely? 

Mr.  Cooper.  I  do  not  commit  myself  to  that,  except  in  this  connection,  if  you 
give  that  to  one  part  of  the  system  ■ 

Mr.  GoLDSBOROUGH  ( iuterposiug) .  Oh,  well. 

Mr.  Cooper.  Then,  why  not  give  it  to  the  other?    That  is  all. 

Mr  GoLDSBOROUGH.  Then,  instead  of  increasing  your  loan  Umlt,  what  would 
be  your  view  of  the  wisdom  of  decreasing  the  loan  limit  in  the  JointHStOck  land 
banks  to  $10,000  in  the  ultimate  interest  of  agriculture,  as  you  have  63q[>res0ed 
It,  as  I  understand  you?  ^    ^     . ,  _ 

Mr.  Goaraa.  There  is  one  objection  I  can  thinlc  to  that.  As  I  said  awhile 
ago  it  seems  to  me  the  maximum  limit  ought  to  be  determined  by  the  value  of 
the  average  economic  farm  unit.  That  might  not  be  enough,  and  some  do  not 
think  it  would  be  enough,  in  some  sections  of  the  country.  In  my  section  of 
the  country  it  is  enough.   I  do  not  think  we  need  any  greater  limit  than  that 

in  my  section.  "  « 

Mr  Appleby.  Mr.  Cooper,  wffl  you  recess  just  a  moment  to  aUow  B^resenta- 

tive  Sinnott  to  introduce  into  the  record  a  letter  which  he  wants  to  read? 
Mr.  CkKXPEB.  Yes,  sir. 
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MENT  OF  HON.  NICHOLAS  J.  SINNOTT,  MKNBKB  OF  OON- 
OBESS  FBOK  THE  STATE  OF  OBEOON. 

Mr.  Sinnott.  Mr.  Chairman,  I  thank  you  very  much  for  tills  courtesy,  but 
I  desire  to  call  the  attention  of  the  committee  to  a  letter  from  Mr.  W.  J. 
Pinney,  of  Ontario,  Oreg.,  date  of  December  19,  1922.  Mr.  Pinney  lias  hud  a 
wide  experience  in  agriculture  and  stock  sections,  and  I  believe  lie  is  very 
familiar  with  the  financial  needs  of  the  farmer  and  the  stock  man,  and  I  think 
his  views  are  wortliy  of  consideration  by  the  committee,  and  I  would  like  to 
submit  his  views  by  asking  that  this  letter  be  made  a  part  of  your  record. 

Mr.  Afpucbt.  If  there  is  no  objection,  gentlmai,  it  will  appear  in  the  record 
at  tliis  point 

{Tbe  letter  ot  W.  J.  P&mey  is  as  foll0vra:) 

O&s^sr  AKD  Wk^teun  Colonization  Co., 

Ontario,  Oreg,,  December  19,  1928^ 

Hon.  JJ.  J.  Sinnott, 

Washington,  D.  C\ 

Dear  Mr.  Sinnott:  Interested  as  I  am  in  rancliing  and  the  sale  of  land, 
you  will  appreciate  that  I  am  following  the  farm  credits  legislation  very  care- 
fully. I  am  not  advised  as  to  your  position  on  this  subject  nor  do  I  know 
wliat  bill  or  plan  you  favor.  I  am,  however,  going  to  give  you  some  of  the 
Ideas  which  occur  to  me  to  be  especially  vital  to  the  help  tiie  &rmer  must  have 
to  get  a  system  of  finance  whteb  will  really  he^  him. 

In  the  first  place,  such  a  measure  must  not  be  tied  up  with  too  much  red 
tape;  it  must  be  a  business  proposition  pure  and  simple,  just  such  a  system  or 
plan  that  any  business  man  or  bank  knowing  the  conditions  would  use  in 
handling  the  same  business.  An  application  for  a  loan  must  have  definite 
action  witliin  a  reasonable  time,  as  the  farmer  cannot  wait  for  financial  aid  to 
put  in  a  crop  or  to  purchase  live  stock  for  his  ranch  for  an  indefinite  time,  as 
many  of  them  now  do  to  get  loans  through  the  Federal  land  bank.  With  their 
farm  loans  it  does  not  necessarily  hurt  tbem,  as  with  ms  surely  craiing  to 
them  the  old  loan  can  be  carried  until  the  new  one  has  hem  placed.  With 
a  credit  to  use  for  crop  purposes  and  to  buy  stock  for  the  ranch,  such  as  oows 
and  breeding  hogs,  a  loan  should  be  made  within  not  less  than  30  days. 

In  some  of  the  reports  on  the  measures  proposed  for  Congress  to  act  upon 
and  recommended  by  different  organizations  I  note  that  one  plan  is  to  have 
the  local  banks  handle  this  credit  for  the  farmer.  I  really  cannot  see  that  the 
farmer  would  or  could  be  helped  in  the  way  Congress  would  like  to  help  by 
thi^  plan.  The  local  bank  would  not  want  to  let  a  randier  or  farmer  have 
any  money  through  Government  aid  for  a  less  per  cent  than  he  gets  for  hla 
local  money— the  local  banker  would  Umi  have  two  rates,  one,  his  own,  at  10 
p»  cent,  the  rate  here,  and  the  other,  the  Government  at,  say,  7  per  cent— 
they  would  not  mix  very  well.  In  fact  I  do  not  believe  this  would  work  to 
the  advantage  of  the  farmer,  as  the  local  banker  would  reluctantly  put 
through  a  loan  at  7  per  cent  for  Government  money  when,  especially,  this 
applicant  was  gilt  edged  and  by  lending  his  own  money  he  would  be  betting 
10  per  cent.  I  know  how  I  would  handle  such  a  situation  were  I  the  banker ; 
you  know  we  are  all  human.  What  the  farmer  wants  and  must  have  is  real 
help  through  some  plan  of  an  organiasation  that  he  himself  handles  and 
controls. 

What  looks  very  feasible  and  practical  to  me  is  simply  to  extend  the  func- 
tions of  the  Federal  land  banks  to  include  the  short  time  credits  the  farmer 
so  much  needs  and  at  a  livable  rate.  The  same  local  organization  handling 
the  farm  loans  can  likewise  handle  the  short-time  loans.  Make  this  organiza- 
tion cooperative,  which  I  believe  it  is,  and  make  this  local  organization  obtam- 
ing  loans  guarantee  all  the  loans  they  make.  The  same  officers  can  act  for 
both  kinds  of  loans.  The  appraisal  committee  can  size  up  the  value  of  the 
security  offered  by  a  farmer  within  its  district  Just  as  well  aa  It  can  value  his 
land.  This  committee  knows  each  farmer  in  the  district  as  to  his  financial 
and  moral  risk  and  the  kind  of  a  farmer  he  is  and  can  pass  upon  the  amount 
that  man  is  entitled  to  on  the  security  offered.  To  take  care  of  any  mistakes 
in  the  Judgment  of  this  appraisal  committee  let  a  sinking  fund  l>e  set  aside 
for  such  purpose,  say  one-half  of  1  per  cent,  such  amount  to  be  added  to  the 
rate  at  which  the  loan  can  be  made.  In  this  way  all  delinquincles  can  be 
ta^en  care  of  j  and  after  a  number  of  years  of  the  operation  under  such  a  plan 
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and  tliis  fund  lias  reached  sufficient  volume  then  this  one-half  of  1  emt 
could  be  cut  out.  . 

I  have  dealt  with  farmers  all  my  life  and  Jniow  that  the  loss  by  bad  loans 
through  the  banks  doing  business  in  a  farming  community  is  negligible  prob- 
ably less  than  ttie  amount  above  suggested  for  a  sinking  fund.  The  only  time 
the  banks  or  the  merchants  lose  on  the  farmers*  business  is  during  times  of 
depression  such  as  we  are  now  having.  All  the  country  banks  build  up  their 
large  surplus  (in  the  credits  extended  to  the  farmers  and  by  getting  d^osits 
from  these  same  farmers.  I  will  venture  the  assertion  that  tlie  losses  sustained 
by  the  average  country  bank  comes  from  overlonns  to  the  business  men  of  their 
own  towns.  Tlie  farmer  always  pays,  ex<*ept  in  crises  like  the  one  we  are  now 
experiencing.  But  for  the  farmer  we  would  have  no  prosperous  country  towns 
and  with  no  prosperous  country  towns  we  would  have  no  prosperous  cities. 
The  farmer  has  been  handicapped  for  all  time  past  by  insufficient  credit  and 
has  had  at  all  times  to  pay  the  very  highest  rate  of  any  claM  of  business. 
Until  this  disadvantage  has  been  remedied  you  will  not  have  a  prosperous 
farming  community. 

The  Federal  land  bank  act  was  the  greatest  boon  to  the  farmer  ever  enacted 
into  law  and  now  if  Congress  will  just  place  with  this  act  a  sister  act  to  help 
the  farmer  for  his  short-time  paper  the  country  will  in  a  very  few  years  find 
the  farmer  the  most  contented  citizen  in  the  whole  length  and  breadth  of  the 
land.  It  is  a  small  saving  only  in  interest  that  he  asks,  just  the  same  saving 
title  manufacturer  g&ts  and  has  had  all  the  time. 

You  will  hear  it  objected  that  the  average  £arm  loan  is  a  frozen  loan,  the 
bank  can  not  realize  on  same  instants?  as  be  can  with  the  commercial  loan. 
Let  me  say  that  there  is  not  one  merchant  or  manufacturer  in  a  thousajid  who 
can  pay  up  his  loan  on  call  from  the  bank.  In  fact  the  loan  to  the  merchant 
and  the  manufacturer  is  just  as  much  of  a  frozen  loan  as  the  one  extended  the 
farmer.  There  is  this  difference  tliat  the  loan  to  the  merchant  and  the  manu- 
facturer is  renewed  every  00  or  00  days  and  hence  is  called  '*  liquid  paper." 
This  calling  of  loans  excepting  during  times  of  stress  is  not  practiced  by  the 
banks,  they  need  the  borroww  just  as  much  as  the  depositor  and,  when  the 
loan  has  be^  properly  placed,  it  is  seldom  the  loan  is  called.  The  borrower 
is  the  one  calling  the  loan  usually. 

I  trust  I  have  not  bored  you  by  the  l^igth  of  this  letter  and  kindly  take  my 
suggestions  in  the  spirit  they  are  made.  I  am  not  setting  myself  up  as  one 
capable  of  drawing  a  bill  to  meet  the  conditions,  but  really  feel  that  a  bill 
including  some  of  the  above  suggestions  would  be  a  very  workable  plan  to 
help  out  the  farmer  in  his  present  dilemma.  With  kindest  personal  regards 
and  wishing  you  the  compliments  of  the  season,  I  remain,  \ 
Yours  very  truly, 

W.  J.  PiNNEY. 

Mr.  Cooper.  Now,  I  want  to  state,  Mr.  Chairman,  that  to  that  letter  ad- 
dressed to  the  secretary-treasurers  and  which  I  have  asked  to  be  made  a  part 
of  the  record  here  I  have  received,  up  to  yesterday,  1,017  replies.  I  have 
them  listed  here  by  States  giving  the  opinion  of  the  secretary-treasurer  as 
to  the  merits  of  this  bill.  Of  that  number  of  replies  674  are  unqualifiedly  in 
favor  of  the  bill  as  it  is  drawn ;  44  are  opposed  to  it. 

Nine  hundred  and  sixty-five  of  them  are  in  fovor  of  the  provi^n  with  r«& 
erence  to  the  expense  of  the  syBtmn ;  52  are  opposed. 

Nine  hundred  and  five  of  them,  of  the  1X)17,  £avc^  the  permanrat  organiza- 
tion plan  suggested ;  112  oppose  it 

Nine  hundred  and  nineteen  favor  the  central  bank  idea;  98  oppose  it. 

Nine  hundred  and  thirty-eight  favor  the  provi3ion  for  liquidation  of  aasoci- 
ations;  79  oppose  that. 

Eight  hundred  and  seventy-three  favor  the  increase  in  the  loan  limit;  144 
oppose  it. 

Eight  hundred  and  sixty  favor  the  provision  for  loans  through  agencies; 
157  oppose  it  I  have  th^  listed  here  by  States,  so  that  you  may  see  how 
each  State  is  voting  on  that 

Take  Mr.  Steagall's  State;  it  is  unanimously  in  favor  of  It  We  have  26 
replies,  none  opposed  to  the  bill;  and  that  is  true  of  Tennessee  and  several 
other  states. 

Mr.  Man  SON.  May  I  ask  how  many  of  those  who  have  replied  to  that  refer- 
endum are  bankei'S  who  may  be  expecting  to  be  appointed  agents? 

Mr.  Cooper.  I  could  not  tell  you  that.  I  would  be  glad  to  let  you  see 
every  letter.  I  do  not  know  how  many  of  the  secretary-treasurers  are  bankers, 
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but  I  want  to  say  this,  that  in  a  great  many  cases  when  the  local  banker  takes 
the  work  of  secretary-treasurer  is  where  we  have  our  best  associations.  It 
is  a  mistake  to  assume  that  the  country  banker  is  not  interested  in  the  farmer, 
because  he  gets  his  busine^  from  liim;  he  gets  his  deposits  from  him  in 
some  secti<ms  and  he  is  glad  to  give  than  tiie  privily  of  this  system. 

Mr.  Steagall.  A  whole  lot  of  them  are  Interested  in  the  farm-loan  bank  and 
in  the  Federal  land  bank  in  the  last  two  or  three  years  who  did  not  care  much 
about  them  when  organized,  but  who  have  rec^tly  found  out  their  preset 
help  in  time  of  trouble. 

Mr,  Stkvenson.  I  would  like  to  ask  you  about  subdivision  id)  of  Section  5, 
on  page  15,  whether  that  meets  with  the  entire  approval  of  the  board :  '*  To 
liquidate  indebtedness  of  the  owner  of  the  land  mortgaged/'  That  is  the 
latitndinarian  proposition. 

Mr.  Cooper.  I  want  to  state  that  our  view  of  tliat  is  this:  You  have  got  to 
take  the  practical  view  of  it  If  a  fanner  is  in  debt,  it  does  not  matter  how 
that  indebtedness  was  incurred,  it  is  a  burdm  on  his  fiarm  and  may  result 
in  the  sale  of  his  farm  or  a  part  of  it.  Now,  why  not  

Mr.  Fenn.  Suppose  he  was  in  debt.  He  creates  that  debt  for  this  pur- 
pose— goes  out  and  buys  an  ;iutomobi1e.  in  the  common  phrase  of  the  day. 
or  indulges  in  anything  that  )nay  be  necessary  extravagance  in  his  opinion ; 
buys  oil  stock,  as  suggested  l)y  one  of  the  members  of  the  committee.  He 
creates  that  indebtedness  and  runs  right  up  to  get  this  money  out  of  the 
association. 

Mr.  Oooras.  All  right.  Let  us  take  the  case  

Mr.  Fenn.  What  is  the  need  of  the  other  three  provisions,  (a),  (6),  and  (c), 

if  we  leave  out  (d)l  That  would  apply  to  any  person  who  is  in  debt.  He 
could  only  borrow  if  he  is  in  debt.  In  the  section  of  the  country  I  come 
from  they  loan  money  through  the  savings  banks,  and  I  do  not  tlunk  a 
savings  bank  would  loan  money  on  that  kind  of  a  proposition. 

Mr.  Cooper.  To  pay  indebtedness? 

Mr.  Fenn.  To  create  indel)tedness.  It  is  a  loan  on  the  land  and  on  the 
buildings,  or  on  the  reputation  of  the  borrower  in  the  case  of  savings  banks. 

Mr.  CooPEE.  A  good  many  of  us  who  sho^d  not  have  done  so  have  bought 
oil  stocks. 

Mr.  Fknn.  But  any    indebtedness  *'  oeenm  to  me  a  v^  broad  fliilig  In  the 

land  proposition  and  in  the  long  loan. 

Mr.  Cooper.  I  want  to  come  to  that.    Suppose  he  has  unwisely  and  foolishly 
incurred  indebtedness  and  he  is  a  farmer.    He  has  to  pay  that  indebtedness^ 
or  he  is  going  to  be  sued  and  the  sheriff  will  sell  his  property.   You  have  taken' 
his  farm  away  from  him,  and  someone  else  will  buy  it  and  step  into  the  land 
bank  and  borrow  the  money  to  pay  for  it. 

Mr.  SncAUAix.  Let  me  ask  you  tUs:  Is  it  not,  if  not  impossible,  pretty 
difficult  to  frame  this  law  so  as  to  carry  out  the  desire  to  limit  the  purposes 
for  which  loans  may  be  made? 

Mr.  Cooper.  We  have  found  it  so,  very  difficult. 

Mr.  Steagall.  We  can  not  very  well  follow  up  the  money  when  n  man  gets 
it  in  his  pocket  and  say  where  it  will  go,  no  matter  how  you  write  tlie  law. 

Mr.  Cooper.  That  is  our  experience. 

Mr.  Fenn.  Why  put  it  expressly  in  here? 

Mr.  Steagall,  It  declares  the  purpose  and  policy  of  the  law  and  tlxe  spirit 
of  the  law,  and  it  would,  I  should  say,  be  h^pfnl  and  would  confer  to  some 
estt^t  the  int^tion  and  tibe  desire  of  the  Congress  in  the  passage  of  tbe 
law.  But  that  It  is  ^oforceable  as  to  riplit,  I  never  have  thought  it  was* 

Mr.  Stbvki!76on.  Have  you  concluded  your  regidar  atateinmtT 

Mr.  Cooper.  Yes. 

Mr.  Stevenson.  There  is  one  question  I  wanted  to  ask  you.  You  had  passed 
that  point  when  I  came  in.  I  do  not  hesitate  to  say  that  I  regard  the  taking 
over  of  the  absolute  control  of  these  institutions  into  the  hands  of  the  board 
as  laid  down  by  this  as  the  most  questionable  feature  of  this  whole  proposi- 
tion. I  want  to  ask  you  about  who  are  the  directors.  Take,  for  instance, 
the  directors  of  the  Oolumhla  land  bank.  Who  are  the  directors?  You  have 
nine  of  them,  have^u  not? 

Mr.  Cooper.  We  have  five.  We  are  under  temporary  organization.  The 
directors  there,  I  can  tell  you,  I  think:  Mr.  Houston,  who  is  the  president 
of  the  bank;  Mr.  Arnold,  who  is  secretary;  and  Mr.  Root,  treasurer;  Mr. 
Gion,  and  a  gentleman  from  Florida,  whose  naniie  I  do  not  now  recall. 

Mr.  Stevenson.  Recently  appointed? 

Mr.  Coopeb.  Oh,  no ;  they  have  been  appointed  for  some  time. 
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Mr.  SiKV£NSON.  He  has  been  appointed  in  the  last  year,  has  he  not,  the  gen- 
tleman from  Florida? 

Mr.  Cooper.  No;  he  has  been  on  the  board  for  several  years,  before  I  came 

on  the  board. 

Mr.  Stevenson.  No  ;  you  are  mistaten.  Governor.  He  has  been  a  recent  ap- 
pointment down  there. 

Mr.  Cooper.  On  the  board? 

Mr.  Stevknson.  Yes,  sir. 
.  Mr.  CooPEB.  I  am  told  he  has  been  appointed  in  the  last  18  months.    I  have 
been  on  the  board  eight  months. 

Mr.  Stsv£N80£7.  He  has  been  appointed  in  the  last  year  and  a  half,  for  the 
reason  that  the  very  thing  I  am  apprehensive  about  has  occurred  right  there, 
according  to  the  statmaits  ijet  Senator  Fleteber^  and  he  has  not  talked  behind 
the  barn  either? 

Mr.  Cooper.  I  do  not  know  anything  about  that.  You  might  enlighten  me  on 
that.  If  there  has  been  an  improper  appointment  and  it  is  called  to  the  atten- 
tion of  the  board,  it  will  be  corrected, 

Mr.  Stevenson.  It  came  about  in  an  improper  way  since  the  appointment  was 
made,  and  that  is  all  I  was  going  to  remark  about.  There  is  more  or  less 
influence  by  politics  and  that  can  not  be  helped.  It  would  be  the  majority 
<me  way  or  the  oth^,  in  the  appointmoit  of  directors  in  Uistitutions  like  this. 

Mr.  BiBONG.  Do  yon  think  the  poUtical  el^ent  will  be  gotten  rid  of  if  we 
turn  over  the  election  of  the  directors  to  the  local  farm  loan  association? 

Mr.  Stevenson.  The  local  farm  loan  associations,  looktng  atter  their  own 
financial  interests? 

Mr.  Strong,  They  are  not  looking  after  somebody  else's  political  interests, 
are  they?  Already  we  have  a  national  association  represented  here  fighting 
th!s  bill,  who,  if  their  plans  mature  will  seek  control  in  place  of  the  Govern- 
ment board.    Will  not  the  same  political  element  enter  into  the  proposition? 

Mr.  Stevenson.  Do  they  belong  to  any  political  party? 

Mr*  Stbonq,  No;  it  belongs  to  its  own  block. 

Mr.  STEVKNsmr.  It  is  an  organisation  of  people  who  have  a  particolar  in* 
terest  who  are  combinii^  for  the  purpose  of  ^otoetli^  thidr  saiqposed  interest? 

Mr.  Strong.  Yes. 

Mr.  Stevenson.  I  am  Just  stating  to  you  what  has  hem  stated  to  me  flJM>ut 

that. 

Mr.  Strong.  I  would  not  have  any  objection  if  I  thought  they  could  conduct 
them  in  such  a  way  as  to  maintain  the  confidence  of  the  l)ond-buying  public 
who  furnish  the  funds.  But  in  many  local  farm-loan  associations  they  do  not 
have  a  meeting  except  for  the  purpose  of  reelecting  the  secretary-treasurer. 

In  Washington  County,  Kans.,  the  association  to  which  I  belong  is  rety 
active  and  J.  D.  Hogan,  our  secretary-treasurer,  has  put  throng  loans  of  about 

 this  year,  but  in  my  home  county  the  association  does  not  make  many 

loans^  and  whether  enough  of  those  associations  will  take  the  proper  interest 
in  the  management  of  the  banks  and  whether  or  not  if  the  borrowers  manage 
the  banks,  they  will  be  able  to  hold  the  confidence  of  the  l)ond-buying  public 
are  matters  to  be  very  seriously  considered ;  and  it  is  because  of  the  fear  that 
they  might  lose  the  confidence  of  the  bond-buying  public  that  we  have  sought 
in  the  permanent  organization  to  cooperate  the  Government  and  the  stock- 
holder-borrowers. The  plan  set  up  in  this  bill  is  to  give  three  directors  to  the 
j^urmf  loan  associations  and  three  to  the  Qovemment  board  ;  and  in  case  of 
deadlock  letting  the  conmiissioners  of  the  board  decide.  This,  it  was  thought, 
would  give  satisfactory  representation  to  the  borrowers  with  Government 
supervision.  Now,  if  any  other  suggestion  can  be  evolved  that  will  protect  in 
the  minds  of  the  bond-buying  public  who  furnish  the  funds  the  system  loans, 
satisfy  the  stockholder-borrowers  and  conserve  the  integrity  of  this  institution 
and  system,  I  will  be  very  glad  to  have  assistance  to  that  end. 

But  the  thought,  I  think,  that  is  worrying  everybody  that  is  a  true  friend 
of  the  system,  is,  what  ^e  future  will  bring  if  the  organization  is  completely 
tmmed  over  to  ttie  stoi^kholder-bon'owers,  none  of  whom  have  a  very  large 
financial  Interest  in  the  system.  I  have  only  a  $250  interest  in  my  farm  loan 
a^ociation.  I  went  into  the  association  to  get  the  amortized  loan  on  my  farm. 
Having  gott^  my  loan  I  have  not  much  further  interest  except  to  have  others 
so  served. 
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Mr.  Stevensox.  If  the  gentleman  will  yield,  I  would  like  to  ask  liini  this 
question :  Do  you  know  how  much  st<^ck  there  is  in  the  farm  loan  bunk:s  at 
the  present  time — al)out  how  much  it  amounts  to? 

Mr.  Strong.  No  ;  I  do  not.    I  know  it  is  a  large  sum. 

Mr.  Stevenson.  Is  it  not  up  toward  $50,000,000  now? 

Mr.  CoopKB.  It  is  about  $35,000,000. 

Mr.  Stevenson.  That  is  all  made  up  of  these  little  Investments  of  these  asso- 
ciations, small  fellows,  like  you,  of  $250?  And  my  point  is,  before  we  take 
away  from  those  fellows  the  right  to  control  these  institutions,  when  they 

have  mortgaged  their  land  and  borrowed  money  and  taken  the  stock,  at  least 
we  should  give  them  the  opportunity  to  see  if  they  will  control  them.  That 
has  been  my  proposition.  I  was  starting  to  make  a  statement  awhile  ago 
which  I  will  not  now  put  in  the  record. 

But  here  is  the  statement  that  is  made  to  me  about  It:  That  the  appoint- 
ments of  the  directors  of  the  farm  loan  banks  are  being  made  on  the  recom- 
mendation of  the  political  referees  in  differait  States,  and  there  is  considerable 
objection  to  it  Take,  for  Instance,  the  very  man  I  referred  to  from  Florida. 
The  political  referee  of  the  State  of  Florida  of  the  party  now  in  power — and 
if  it  had  been  the  other  party  it  would  have  been  the  same  thing — comes  up 
here  and  says,  I  want  this  man  to  have  a  job;  I  want  him  to  be  an  appraiser." 
"Well,  we  have  not  any  appraisership.  We  hve  always  written  Senator 
Fletcher  there  is  none  needed  in  Florida,"  "  Well,  for  God's  sake  give  him 
something."  And  they  make  him  a  director  of  that  farm  loan  bank  down 
there.  That  is  the  thing  I  am  afraid  of.  Brother  Strong.  That  is  exactly 
where  it  will  lead  to. 

Mr.  Strong.  I  am  willing  to  agree  with  you  that  politics  sometimes  brings 
about  conditions  that  are  to  be  d^lored. 

Mr.  Stevenson.  I  will  say  that  you  will  never  get  a  less  political  board  than 
we  have  had — ^never.  They  are  as  free  from  it  as  any  board  we  have  ever 
had.  And  whenever  you  give  all  the  control  of  this  big  money  institution  to 
a  political  board  you  are  going  to  have  a  political  machine  to  deal  with. 

Mr.  Stbong.  Do  we  know  that  the  farm  loan  association  will  be  free  from 
politics? 

Mr.  Stevenson.  There  are  so  many  kinds  of  politics. 

Mr.  Strong.  Suppose  a  man  started  out  in  some  district  that  had  been  un- 
usually afflicted  with  short  crops  in  a  campaign  to  be  elected  as  president  of 
one  of  these  banks  upon  the  platform  that  he  would  never  foreclose  a  mortgage. 
He  might  build  up  a  sentiment  that  would  place  him  at  the  head  of  one  of 
those  banks.  That  announced  throughout  the  country  would  tend  to  dampen 
the  ardor  of  the  purchaser  of  the  farm  loan  bonds  and  hurt  the  system.  In 
other  words,  will  we  secure  a  good  business  management  free  from  any  politics 
through  the  farm  loan  associations  under  the  election  by  stocltholder-borrowers 
with  a  small  interest  like  my  own,  $250? 

Mr,  Steagall.  The  farmer  was  fortunate  in  being  permitted  to  come  into 
this  system  which  the  Government  had  undertaken  to  supervise  and  look  after. 
That  carries  certain  advantages  to  the  farmer.  So  far  as  his  rights  in  the 
matter  are  concerned,  he  has  got  his  rights  to  start  with;  he  has  given  his 
land  as  security,  and  he  can  do  as  he  pleases;  and  he  does  not  have  to  go  into 
the  associations  if  he  does  not  want  to.  He  has  had  those  things,  all  of  them, 
but  he  did  not  have  the  system  by  which  he  could  borrow  money  on  an 
amortized  basis  and  live;  and  I  am  slow  to  take  up  with  the  argument  tliat 
these  associations  necessarily,  because  of  their  investments  should  be  allowed  to 
control.  I  think  I  said  the  other  day— if  I  did  not  I  will  now— tlmt  wbm  a 
farmer  has  a  chance  to  get  into  partnership  with  the  Government  I  think 

he  ou^t  to  take  it 

Mr.  Strong.  Another  thing  we  have  got  to  decide,  is  whether  or  not  we  will 
keep  the  Government's  supervisi<m  on  this  syst^  or  whether  it  is  best  to 
release  that  control. 

Mr.  CooPEU.  Mr.  Chairman,  I  would  like  to  introduce  this  statement.  I 
thought  the  committee  would  be  interested  in  that,  and  I  want  to  say  that  in 
writing  the  letter  I  stated  to  the  secretary-treasurers  that  the  board  was  dis- 
posed to  approve  the  bill,  although  we  did  not  indorse  all  of  its  provisions, 
and  I  think  that  is  true.  The  members  of  the  board  do  not  agree  on  every- 
thing about  the  bilL 

Mr.  AnuBT.  This  is  the  reply  from  the  various  States? 

Mr,  Oooras.  From  the  inEurious  secretary-treasures. 
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Mr.  Cooper.  I  have  another  statement  that  I  thought  the  committee  would 

be  interested  in,  and  it,  to  my  mind,  furnishes  possibly  one  reason  for  dis- 
satisfaction witli  the  National  Farm  Loan  Association.  Some  time  ago  I  got 
this  up  for  my  own  use.  I  have  studied  here  each  district.  In  the  first  I 
had,  130  reports.  Tlmt  means  180  associations.  In  the  second  district  I  had 
160  reports,  in  the  third  district  400,  iu  the  fifth  district  292,  and  so  on.  It 
will  all  appear. 

The  secretary-treasurers  of  those  associations  have  received — am  giving 
you  the  total  figures— in  divid^ds  in  the  Federal  land  loan  bank  of  $1,- 
827,000  in  round  numbers,  and  have  j^d  to  tibe  borrowing  stockholders 
$936,000,  about  50  per  cent.  Those  associations  have  collected  from  borrowers 

in  addition  to  that  the  sum  of  $2,742,000  in  round  numbers. 
That  gives  you  an  idea  of  the  cost  o£  opmition  of  the  local  farm  loan 

association. 

I  want  to  say  that  many  associations  pay  their  borrowers  all  the  dividends; 
other  associations  do  not  cliarge  the  full  1  per  cent,  which  the  law  allows. 
There  is  a  secretary-treasurer  here  to-day  who  receives,  I  believe,  one-half 
of  1  per  cent  I9iat  is  all  he  gets.  We  have  consid^ble  trouble  with  secre- 
tary-treasurers because  t2iey  want  more  salaries.  The  Farm  Loan  Board  has, 
before  I  became  a  member,  announced  that  it  thought  that  $300  as  a  con- 
tinuing compensation,  plus  the  commission  that  they  get  on  each  loan,  ought 
to  be  a  sufficient  compensation  for  the  secretary-treasurer.  Th^  all  have 
not  approved  that,  and  we  have  had  considerable  difficulty. 

Mr.  Appleby.  How  much  would  that  give  the  average  secretary-treasurer? 

Mr.  Cooper.  If  his  loans  for  the  year  would  amount  to  $100,000,  he  would 
get  three-fourths  of  1  per  cent,  and  that  plus  $300. 

Mr.  AxvasBT.  Amounting  to  about  $1,000  a  year? 

Mr.  GoopKB.  About  $1,000  a  year,  and  would  tate  possibly  one-fourth  of  his 
time. 

Mr.  Mahson.  Have  you  any  figures  siiowiQg  tlie  amount  of  resarve  and 

surplus? 

Mr.  Cooper.  Oh,  yes ;  that  is  all  in  here. 

Mr.  Manson.  Then  why  would  this  money  if  turned  over  iOSl  hold  as  a 

reserve  and  surplus? 
Mr,  Cooper.  I  think  so ;  that  is  given  in  here. 

Mr.  Manson.  I  understood  in  your  testimony  there  was  a  difference  in 
'  cost  of  running  the  association. 

Mr.  OooassL  No.  I  said  you  would  see  how  much  the  borrower  does  not  sOL 
Mr.  Arouanr.  Then,  you  want  to  ins»t  that  ia  the  recMd? 
Mr.  OooiBk  Yes,  sir. 
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Mr.  Manson.  How  much  is  the  surplus? 

Mr.  Cooper.  $592,000;  and  the  reserve  $230,000. 

Mr.  Man  SON.  A  total  in  the  neighborhood  of  $800,000? 

Mr.  Cooper.  Yes. 

Mr.  Man  SON.  I  understood  you  to  testify  a  few  minutes  ago  that  the  only 
assets  of  the  association  was  the  double  liability? 

Mr.  CooPEE.  Outside,  of  course,  of  what  the  borrowers  have  paid  in.  This  is 
the  borrowers'  m<mey  that  has  gone  in  there, 

Mr.  GoiDSBOBOuoH.  Do  you  not  believe  if  these  local  associations  were  en- 
couraged by  the  Farm  Loan  Board  to  become  the  nucleus  of  local  interests 
that  they  could  be  kept  alive  and  could  render  great  local  public^  service,  and 
don't  you  believe  also  that  this  bill  in  its  preset  form  is  simply  another  evi- 
dence of  the  tendency  to  disintegrate  a  system  on  the  theory  ±hat  so  long  as 
in  competent  hands  a  business  proposition  can  be  handled  better  by  a  few 
by  many;  is  not  that  all  there  is  to  it? 

Mr.  CooPEii.  I  am  i'lad  you  mentioned  that,  because  I  had  overlooked  an 
observation  I  wanted  to  make  of  that  kind. 

Your  question  Implied  that  the  Farm  Loan  Board  does  not  encourage  that? 

Mr.  GouMSBOBOUGH.  Oh,  no ;  I  want  you  to  ^splain  that.  But  the  Farm  Loan 
Board  is  not  inunOTtal? 

Mr.  CooPBai.  Not  by  any  means.   We  make  a  number  of  mistakes. 

Mr.  GoT.nsKOROTTGH,  And,  however  compet^t,  this  board  will  ciiange,  and 
what  this  committee  wants  to  do  is  to  preserve  the  system  so  that  it  will  be 
subject  to  the  minimum  of  attack  by  politics  or  any  other  sinister  foroa  That 
is  all  the  interest  \v^e  have  in  it,  so  far  as  I  can  see. 

Mr.  Cooper.  That  is  the  interest  we  all  should  have.  I  want  to  say,  how- 
ever, that  in  that  connection  that  members  of  the  Farm  Loan  Board  go 
whcjrever  there  can  be  a  congregation  of  secretary-treasurers,  and  have  done  so 
since  the  system  was  Incorporated,  and  tried  to  explain  to  tb^  the  board's 
viewpoint  and  the  board's  purpose,  and  to  racourage  fliem  In  emty  way ;  and 
that  is  done  by  the  officers  of  tlie  banks.  The  bank  officers  go  out  and  talk  to 
these  men  and  urge  them  and  many  of  them,  I  want  to  say,  respond.  I  do  not 
want  you  to  get  the  idea  that  every  association  has  fallen  down ;  that  is  not 
true.  We  have  a  great  many  splendid  associations,  but  we  have  so  many  that 
are  not,  and  I  could  show  you  complaints  that  come  to  my  desk  almost  daily 
and  it  has  caused  me  to  change  my  view  as  to  the  organization.  The  people 
have  told  me  "  I  have  had  my  application  in  tliis  association  for  montlis  without 
results." 

Mr.  Qaumoomjfo&SL  Gould  you  nbt  ammd  the  law  to  covw  a  ease  of  that 

kind? 

Mr.  Cooper.  The  suggestioh  was  made  to  give  the  board  power  to  remove  the 
secretary-treasurer  who  would  not  function,  and  there  was  a  considerable  howl 
made  about  that.  The  board  wanted  to  run  everything,  it  was  said.  I  want 
to  say  that  the  Federal  Farm  Loan  Board  does  not  want  to  run  anything,  but 
they  are  charged  with  the  duty  of  administering  this  law  and  we  want  to  loan 
this  money  to  the  eligible  farmer  as  conveniently  and  speedily  as  possible. 

Mr.  Manson.  Do  you  not  believe  that  a  large  part  of  their  complaints  come 
from  the  period  when  the  banks  were  denying  to  the  secretary-treasurer  the 
rU^t  to  make  appllcatl<m  and  denybig  to  file  farm  loan  associations  the  right  to 
make  applications  for  loans? 

Mr.  Cooper.  That  has  not  ben  the  case  since  I  have  been  on  the  board.  We 
have  not  denied  them  and  we  do  not  limit  them. 

Mr.  Manson.  You  know  it  to  be  a  fact,  however,  that  for  a  considerable 
period  in  several  land  hank  issues — the  Houston  district,  the  Wichita  district, 
the  Omaha  district  and  the  St.  Louis  district — that  in  those  districts  there 
was  a  period  of  several  months  last  year  when  the  right  to  make  application 
was  ^ied  to  the  association? 

Mr.  Goops^u  Last  year? 

Mr.  Manson.  Yes. 

Mr.  Cooper.  Not  since  May  of  last  year. 

Mr.  Manson.  I  think  May  was  about  the  termination  of  the  period. 
Mr.  Cooper.  Well,  I  could  tell  you  why  it  was. 

Mr.  Manson.  I  know  why  it  was.  The  banks  did  not  have  the  money.  And 
do  you  not  believe  that  a  lot  of  these  complaints  that  have  come  to  you  from 
farmers  that  they  cannot  get  the  association  to  act  on  their  application  really 
go  back  to  that  period  when  the  associations  themselves  could  not  get  the 
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hanks  to  act  and  in  fact,  could  not  get  the  blank  applications  upon  which  to 
make  applications  for  loans? 

Mr.  Cooper.  No  sir ;  I  am  not  talking  about  those  cases.  We  had  that  liti- 
gation period  when  some  of  the  banks  continued  to  get  aplications. 

Mr.  MANsoi«r.  The  litigation  was  over  two  years  ago  this  month. 

Mr.  CoQPEB.  Yes. 

Mr.  Manson.  Beginning  along  in  October  or  November  of  last  year,  and 
running  down — infact,  on  the  15th  of  April,  to  make  a  specific  date,  the  bank 
in  your  district  had  not  received  an  apLLcation  for  a  loan  from  November 
until  the  loth  of  April  V 

Mr.  CooPKK.  Yes,  and  I  would  like  to  tell  you  why  that  was,  too.  During;  tiiat 
litipition  the  Federal  Lank  Bank  of  Columbia,  whatever  may  been  the  reason, 
continued  to  receive  applications,  with  the  result  that  when  tlie  litigation 
was  over  and  dttring  that  period  no  loan  could  be  made  and  bonds  not  be  sold, 
they  had  $^,000,000  of  applications  waiting*  They  could  not  receive  any 
more  until  they  worked  some  oi  those  off. 

Mr.  :^L\Nso^^  There  is  always  a  tendency  to  blame  the  system.  Do  you  not 
think  that  a  lot  of  this  dissatisfaction  with  the  associations  is  due  to  tlie  fact 
that  for  a  long  period  of  time,  because  of  conditions  over  which  they  had 
no  control,  they  were  not  able  to  get  applications  into  the  bank,  to  say  nothing 
of  getting  action  on  tliem  when  they  got  ino  the  bank? 

Mr.  Cooper.  Mr.  Manson?  1  look  at  tliai  this  way:  When  I  find  that  our 
local  association  delays  forwarding  the  applications,  thm  in  others  appli- 
cations go  in  promptly  and  are  acted  on  promptly  by  the  bank,  I  must  con- 
clude that  the  fault  is  with  the  association  and  not  the  bank. 

Mr.  Manson.  Do  you  not  think  that  this  situation  may  be  due  to  another 
thing?   These  associations  under  the  costing  law  must  indorse  the  loans? 

Mr.  Cooper.  Yes. 

Mr.  Maxsox.  They,  therefore,  must  take,  and  the  law  (ontemplated  they 
should  take,  into  consideration  the  moral  risk  involved,  the  character  of  this 
man,  whether  he  is  industrious  or  whether  he  was  lazy,  whether  he  spent  his 
time  working  his  farm  or  sellhig  booze.  Do  you  not  think  that  some  of 
these  complaints  come  from  people  whom  the  directors  of  fb»  association  have 
not  considered  good  moral  risks? 

Mr.  Cooper.  I  could  not  say  as  to  all  of  them.  Some  of  them  must  be  of 
good  character.    But  the  association  should  at  least  act  on  thoni. 

Mr.  Manson.  Do  you  not  think  it  would  be  the  natural  tendency  of  a 
farmer  who  has  been  turned  down  as  a  poor  moral  risk  to  carry  it  to  the 
Farm  L'^an  Board  and  say:  "Tills  association  is  nut  funclionhag,  and  I  am 
getting  no  service?" 

Mr.  Cooper.  I  judge  it  is  not  functioning,  wlien  I  look  at  the  record  which 
says  they  are  not  turning  in  applications. 

Mr.  Stbono.  Let  me  surest  that  Governor  Cooper  be  given  a  chance  by 
the  attorney  for  the  National  Farm  Loan  Association  to  aayswer  Ms  questions 
fidly. 

Mr.  CooPEB.  I  am  glad  Mr.  Manson  is  asking  questions,  I  am  not  inter- 
ested in  anvthin^j:  but  bringing  out  the  real  situation  here. 

Here  is  the  situation  we  find,  Mr.  Manson:  This  is  not  an  isolated  case 
at  all;  it  is  illustrative.  Down  in  South  Carolina  some  time  ago  a  man 
whom  I  know  personally  and  know  him  to  be  one  of  the  best  citizens  in 
the  United  States— he  had  not  made  an  application,  but  he  represented  an 
estate  that  had  a  mortgage  on  a  farmer^s  land.  This  farmer  put  in  an 
application  In  April  of  last  year.  He  has  not  been  able  to  get  the  secretary- 
treasurer  yet,  up  to  a  month  ago,  to  call  in  his  committee  and  pass  upon 
that  application.   We  have  a  good  many  cases  like  that. 

We  made  a  study  of  one  district  and  we  found  that  the  average  delay  in 
the  association  was'  37  days.  That  seemed  a  little  long.  But  when  you  take 
that  as  an  average  it  is  inexcusable.  ^ 

In  the  case  of  many  other  associations  I  want  to  say  t3hat  there  is  a  different 
situation.  The  secretary-treasurer  has  sent  in  the  application.  When  ttie 
application  comes  in  he  has  the  property  appraised  and  he  sends  it  into 
the  bank,  and  the  bank  turns  it  over  to  an  appraiser,  and  the  loan  is  closed. 

Mr.  Manson.  Is  it  not  a  fact  that  the  secretary-treasurer  can  not  send  m 
an  application  to  the  bank  until  that  application  has  been  acted  upon  by 
the  board  of  directors  of  the  association? 

Mr.  CoopFR.  Yes,  that  is  true;  and  in  that  connection  I  get  letters  from 
secretary-treasurers  saying,  "  I  have  sent  out  notices ;  I  have  written  personal 


letten^  and  I  can  wt  get  my  board  ci  dire^ors  to  meet  and  pass  on  this 
ap^cation."  It  maim  no  di0Ser^ice  what  tbe  cause  Is,  the  ultiiDflite  borrower 

being  denied  tbe  service, 

Mr.  Manson.  Do  you  think  perhaps  that  is  due  to  a  cause  which  will  be 
overcome;  for  instance,  I  have  cited  the  situation  that  existed  here  in  the 
first  i>lace  by  which  the  system  was  tied  up  for  18  months;  and  then  when 
it  starred  to  function  the  association  got  in  applications  for  nearly  $300,000,- 
000,  and  out  of  those  applications  the  bank  turned  down  about  $73,000,000 
of  loans.  Then  the  system  became  so  swamped  for  another  period  of  several 
montlis  that  the  associations  were  not  permitted  to  send  in  applicaticms,  and 
on  the  application  that  they  did  send  in  they  were  compelled  to  wait  any- 
wh&ce  from  3  to  6  months  to  get  action-  Do^  you  not  think  that  series  of 
events  resulted  in  discouraging  these  directors,  who  get  no  compensation,  and 
caused  them  to  lose  interest ;  and  that  when  it  is  again  known  that  the  sys- 
tem is  going  to  function  and  that  they  can  accomphsh  something  as  a  result  of 
their  eft'orts.  they  would  show  more  interest? 

Mr.  Stkong.  Has  not  that  been  known  for  the  last  year? 

Mr.  Manson.  No,  no. 

Mr.  Stbong.  You  say  it  has  been  known  since  the  15th  of  April  last? 
Mr.  Manson.  No,  I  my  on  the  15th  of  April  last  a  man  testified  before  tbe 
Banking  and  Currency  Omnmittee  of  the  Senate  tbat  "  W«  lire  so  iswamped 

that  we  do  not  want  any  more  business." 

Mr.  CooPEK.  As  T  say.  I  cannot  go  back  of  the  2'2nd  of  May. 

Mr.  Stkoxo,  You  think  that  at  least  «ince  June  there  has  been  money  to 
meet  all  applications  for  loans? 

Mr,  Manson  (interposing).  There  is  nothing  Oiat  discourages  a  man  so  WMA» 
particularly  in  working  without  compensation,  as  to  find  out  that  his  effwts 
do  not  do  any  good  for  anybody;  and  I  say  that  dtiring  this  Icmg  p»iod  of 
time  when  their  efforts  did  not  do  any  good,  tben  they  could  meet  and  pass 
on  the  applications  and  s«id  them  into  the  ])ank  and  get  no  results,  that  it  had 
a  tendency  to  discourage  them  and  it  will  probably  take  some  littte  tiaw^  witb 
the  liank  functioning  adequately,  to  get  their  interest  revived. 

Mr.  Strong.  You  do  not  think  the  six  months  tliat  has  passed  Since  the 
banks  liave  been  functioning  is  sufficient  time? 

Mr.  Manson.  I  do  not  think,  for  instance,  you  have  covered  the  loaidus  se*'' 
sou  yet.  Your  loaning  season  occurs  during  a  certain  part  of  the  y^r.  In 
the  Central  West  it  is  well  known  that  practically  all  tlie  loaning  is  done  aUmg 
about  the  1st  of  March.  It  is  not  done  during  the  months  of  Ifoy,  June^ 
July  and  August 

i\Ir.  Strong.  It  is  true  that  the  large  amount  of  loans  9^  closed  in  March. 

But  I  want  to  say  to  you  that  in  my  home  county  we  are  making  very  few 
loans,  and  there  are  a  lot  of  complaints  of  farmers  coming  to  me  that  they 
cannot  get  loans,  while  in  tlie  county  west  of  me,  which  is  supposed  to  be  not 
quite  as  good  a  county  agriculturally,  the  secretary-treasurer  of  the  associa- 
tion of  which  I  am  a  member,  has  taken  over  $200,000  worth  of  business  out 
of  that  county  in  the  last  year;  and  it  seems  to  me  that  the  farmers  of  my 
home  county  should  have  an  opportunity  to  get  into  this  system  and  get  their 
money  just  as  easily  as  the  farmers  in  Washlngtcm  CSoimty.  But  th^  sm  not 
gating  the  loans. 

I  would  like  to  say  further  that  the  secretary-treasurer  in  my  home  county 
is  the  president  of  the  biggest  bank  in  the  county,  and  that  w^hile  he  is  a  fine, 
delightful  man,  and  a  very  close,  political  and  personal  friend  of  mine,  that 
he  has  other  ways  of  loaning  money  and  I  do  not  think  his  interests  are  confined 
to  the  interests  of  the  Federal  farm  loan  system,  and  that  the  situation  would 
be  different  if  we  had  an  agent  of  the  land  bank  there. 

Mr.  Manson.  Do  you  not  think  that  situation  could  be  prevented  by  pro- 
viding that  no  man  ^gaged  in  the  operation!  of  a  bank  shoidd  be  seerotary- 
treasorw? 

Mr.  Stbong.  That  would  be  all  right  if  it  were  not  for  tbe  fact  that  all  over 
my  district  there  are  many  little  banks  at  little  cross-road  towns  that  are 
farmer  banks,  that  are  operated  by  men  who  are  interested  in  agriculture  and 
who  is  perhaps  the  one  proper  man  there  that  is  in  a  position  to  make  and 
close  these  loans.  I  would  be  very  glad  to  adopt  that  suggestion  if  it  was 
not  for  the  fact  that  I  know  there  are  a  lot  of  farmers'  banks  throughout  my 
district  that  would  be  the  proper  place  for  the  secretary-treasurer,  although  in 
other  towns  if  I  had  an  opportunity  I  would  appoint  a  man  who  was  not  con- 
nected with  any  bank. 

32144r-23  ^9 


128 


FEDERAL  FABM  LOAK  ACT. 


Mr-  CkxKPSB.  Mr.  Chairman,  I  want  to  state  in  reply  to  Mr.  Manson's  question, 
that  since  the  28d  of  May  I  have  heen  a  member  of  the  board,  and  I  have  been 
trying  to  learn,  studying  the  systm,  and  I  have  learned  some  thinga 

At  that  time  and  shortly  after  I  came  on  the  board,  we  sent  out  a  notice  to 

every  bank  and  every  association  that  we  had  plenty  of  fonds,  and  that  no 
loan  must  be  rejected  on  that  ground  and  could  not  be,  because  the  supply  of 
funds  was  adequate.  We  have  urged  many  associatioDs  to  aeUon,  and  they 
have  failed  to  do  anything. 

If  some  have  been  very  active.  I  find  that  certain  others  have  not  been. 
It  seems  to  me  difficult  to  fix  the  fault  and  know  wliere  the  trouble  is.  So  far 
as  the  loaning  period  is  concerned,  we  must  have  been  loaning  a  million 
dollars  a  day  all  during  last  sOmm^  and  fall.  There  is  no  particular  loaning 
period  in  tMs  country;  and  that  applies  to  all  the  banks. 

It  is  true  tliat  the  bank  of  Omaha  does  have  a  March  period  of  business. 
But  the  Federal  land  bank  of  Omaha  is  making  loans  all  the  time^  as  are  all 
the  others. 

m\  Manson.  Governor  Cooper,  you  do  not  r^^ard  this  indorsement  as  of 

mucli  consequence,  do  you? 

Mr.  Cooper.  I  woukl  not  say  that  

Mr.  Manson  (interposing).  I  mean  the  indorsement  of  the  Farm  Loan  Asso- 
dation  on  the  mortgage ;  you  do  not  believe  that  that  is  au  important  element 
in  the  security? 

Mr.  CooPEE.  I  do  not  think  It  is  a  controlling  element  by  any  means,  because 
I  think  that  the  lionds  will  be  absolutely  good  and  saleable  without  it 

Mr.  Steoxo.  You  do  not  think  there  is  very  little  opportunity  or  chance 
of  their  ever  being  called  upon  to  make  such  liability  good? 

Mr.  Cooper.  They  liave  not  been  in  five  years. 

Mr.  Strong.  You  do  not  think  the  bondholders  will  be  

Mr.  Stevenson  (interposing).  Let  us  see  about  that.  Just  one  question. 
As  I  understand  it,  there  has  been  considerable  dividends  paid  to  these  farm 
loan  associations  and  that  in  instances  where  the  farm  loan  associations' 
stockholders  were  in  default  on  their  mortgages,  that  the  dividends  were 
held  up  to  be  applied  on  that ;  is  not  that  so? 

Mr.  Cooper.  Yes,  that  is  true  in  some  cases,  and  in  other  cases  the  dividend 
has  been  paid  to  the  association  and  the  association  in  turn  has  l<mned  that 
to  the  defaulting  member. 

Mr.  Stevenson.  Is  not  that  a  very  important  element  in  this  transaction, 
where  the  bank  has  a  bond  right  in  its  hands  ^oing  to  the  association  to  back 
up  the  association's  guarantee,  which  it  can  take  and  apply  to  that  guarantee, 
and,  therefore,  prevent  an  accumulation  of  insolvencies? 

Mr.  Stbono.  And,  on  the  other  hand,  does  it  not  often  happen  that  the 
local  association  uses  up  the  dividend  and  does  not  give  it  to  the  individual 
stockholder-borrower? 

Mr.  CooPEB.  In  many  cases  the  divided  goes  to  the  assodatton  and  the 
borrower  gets  not  a  cent. 

Mr.  Manson.  What  I  was  driving  at  was  this:  If  this  endorsement  does 
not  amount  to  much,  I  should  not  think  there  would  be  any  difficulty  in 
getting  an  agent  to  endorse. 

Mr,  CooPEK.  I  did  not  say  there  would  be  any  diflficulty  in  getting  an  agent 
to  endorse  anything,  Mr.  Manson. 

Mr.  Stbono.  I  think  the  attorney  for  the  assodation  ought  to  be  fair. 

Mr.  AfPLEBT.  Are  there  any  other  guMticms  you  want  to  discura? 

Mr.  Ckx>mu  I  do  not  think  th^  are,  unless  somebody  desires  to  aeft  ques- 

tiCMQS. 

Mr.  Aff!lebt«  Are  there  any  questions?  If  not,  we  will  proceed  to  the  next 

witness. 

Mr.  Strong.  I  would  like  to  ask  you,  along  the  line  you  were  testifying 
a  moment  ago,  where  you  said  it  was  hard  to  get  the  associations  to  respond 
and  to  function.  You  have  introduced  in  evidence  here  a  synopsis  of  the 
replies  of  the  different  associations  on  tMs  bill? 

Mr.  Cocsem.  Yes,  sir. 

Mr.  SraoKTo.  Did  you  send  a  eofpy  of  ^Ob  bill  with  a  stat^ait  to  all  the 
associations? 

Mr.  Cooper.  Yes,  sir. 

Mr.  Strong.  And  how  many  are  there? 

Mr.  Cooper.  About  4,600. 

Mr.  Strong.  And  you  had  repUes,  I  see,  from  1,017? 
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Mr.  CooPEB.  Yes,  sir ;  up  to  date — ^there  were  some  more  this  morning  that  I 
had  not  time  to  tabulate. 

Mr.  Strong.  Less  than  25  per  cent  have  re^nded? 

Mr.  Cooper.  Yes ;  a  little  less  than  25  per  cent 

Mr.  Strong.  Is  that  about  the  response  you  get  on  other  matters? 

IVIr.  Cooper.  I  think  that  is  the  best  response  we  have  ever  gotten.  Evidently 
there  is  a  little  more  interest  in  this  matter  tluui  in  any  other  matter  we  have 
sent  out.  'J'liat  is  my  recollection.  This  was  sent  out,  as  I  recall,  in  Decem- 
ber— dated  December  0th  and  it  was  about  the  inth  when  it  went  out. 

Mr.  Manson.  Mr.  Cooper,  do  you  not  believe  that  the  ordinary  secretary- 
treasurer  would  hate  to  tell  the  board  that  he  did  not  believe  in  a  bill  that  had 
their  indorsement? 

Mr.  GooPEfi.  Of  course,  that  question  suggests  that  a  secretary-treasurer  who 
does  not  differ  with  the  board  is  a  man  without  courage.   I  do  not  think  that. 

We  have  some  who  disagree  frankly,  and  two  or  three  of  those  I  can  recall 
right  now  are  among  the  best  secretary-treasurers  we  have,  and  they  have  the 
absolute  support  of  the  Farm  Loan  Board  in  their  work.  They  have  disagreed 
with  us.  and  I  do  not  think  that  is  a  correct  assumption.  That  letter  did  not 
tell  them  what  we  wished  them  to  say,  and  I  think  that  the  man  of  average 
intelligence  and  courage  • 

Mr.  Mansox  (interposing).  Did  not  your  letter  tell  them  that  it  would  be 
necessary  for  this  plan  of  organization  to  go  through  in  order  to  get  the  In- 
crease in  the  limit? 

Mr.  Cooper.  It  appeared  that  way  to  me  from  the  information  I  had. 

Mr.  Strong.  These  associations  have  also  been  propaganded  by  the  national 
organization,  and  an  opinion  sent  them  prepared  by  Air.  Manson,  the  attorney 
who  is  cross-examining  you,  have  they  not? 

Mr.  Cooper.  I  could  not  say. 

Mr.  Strong.  You  know  tliat  is  a  fact,  do  you  not? 
Mr.  Cooper.  No. 

Mr.  SxBONQ.  Well,  it  is  the  fact. 

Mr.  CoomL  I  know  that  one  secretary-treasorer  in  Texas  did  circularise  all 

the  associations. 

Mr.  Applei^y.  For  the  purpose  of  the  record,  pteaae  state  your  full  uame» 
address,  and  whom  yon  represrat 

STATEMENT  OF  MB.  LESTER  C.  MANSON,  COUNSEL  FOR  THE  FED- 
ERATION OF  NATIONAL  FARM  LOAN  ASSOCIATIONS,  402  ED- 
MONDS BUILDING,  WASHINGTON,  D.  C. 

Mr.  Manson.  My  name  is  Lester  C.  Manson ;  I  am  a  resident  of  Washington ; 
address,  402  Edmonds  Building.  I  am  counsel  for  tbe  Federation  of  National 
Farm  Loaa  Aissociations.  I  receive  no  compensation  and  do  not  expect  any. 

Mr.  SnoNG.  Mr.  Manson,  woold  you  object  to  being  questioned  at  this  time? 

Mr,  Makson.  Not  a  bit 

Mr.  STBONHh  Have  yon  never  presented  a  bill  to  the  aBSociation  for  your 

fees? 

Mr.  Manson.  No,  sir. 

Mr.  Strong.  And  never  expected  any? 

Mr.  Manson.  Never  expected  any. 

Mr.  Strong.  Is  it  not  true  that  you  have  i^?eaented  a  bill  to  this  association? 
Mr.  Manson.  For  fees? 
Mr.  Stbong.  For  services. 

Mr.  Manson.  No;  I  never  presented  a  bill  for  services.  I  have  presented 
bills  for  disbursements,  but  I  have  never  pres^ted  any  bills  for  swiees. 

Mr.  Strong.  Disbursements  for  what? 

Mr.  Manson.  I  have  sent  out  considerable  literature  and  in  connec^n  witli 

that  I  liave  incurred  some  expense. 

Mr.  Strong.  To  the  farm  loan  associations? 
Mr.  Manson.  Yes,  sir. 

Mr.  Strong.  The  literature  which  you  have  sent  out  comprises  your  opinion 
upon  this  bill? 

Mr.  Manson.  Oh,  yes.  And  bade  farther  titon  that,  I  have  been  active  in 

connection  with  this  matter  since  a  year  ago  last  October. 

Mr.  Strong.  Well,  what  is  your  interest  in  the  association,  then? 

Mr.  Manson.  I  came  from  a  farming  oc»nmimityt  md  when  I  flrat  

Mr.  SisoigQ  (i&te^poiiins>^^ 
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Mr.  Maxson.  Since  I  was  counsel.  When  I  first  became  interested  in  the 
farm  loan  system  as  an  academic  subject,  just  as  a  matter  of  general  interest, 
I  came  to  the  conclusion  tliat  it  was  the  ^e^t  thiug  aud  the  best  thing  that 
had  ever  been  established. 

Mr.  Stkong.  I  agree  with  you. 

Mr.  Mansok.  My  father  had  to  leave  his  farm  when  I  was  a  youngster  be- 
cause of  the  fact  that  we  had  at  that  time  no  snch  thing  as  the  Federal  farm 
loan  i^stem.  ^ 

Many  men  have  hobbies.  This  is  my  hobby.  And  for  the  last  year — or 
since  a  year  ago  last  October — I  have  devoted  a  great  deal  of  time  to  the  study 
of  the  farm  loan  system  and  farm  loan  act  and  the  operation  of  the  system, 

Mr.  Strong.  You  are  a  lawyer  in  Washington? 

Mr.  Manson.  Yes,  sir.« 

Mr.  Strong.  Engaged  iu  active,  practice? 

;Mr.  ^yiANsoN.  I  am. 

Mr.  Strong,  Aud  you  say  to  us  that  you  have  no  intentUm  of  getting  any 

personal  rewanl  

Mr.  Manson  ( inter] >osin^).  Not  the  slightest. 

Mr.  Strong  (continuing).  By  way  of  wmp^nsation  for  your  services  U*  this 

assocint'on  in  any  way? 

;Mr.  :^!ANso^^  Not  tho  slightest. 

Mr.  Stkonc;.  Yon  ai  *^  doing  this  just  as  a  work  of  loveV 
Mr.  Manson.  Thai  is  it  cxactlN. 

Mr.  STiio.xt;.  Von  are  the  counsel  of  this  association  and  your  reumueratimi 
is  purely  your  att'ection  for  tiie  system? 
air.  Manson.  Such  satisfiEiction  as  I  can  get  ont  what  I  consider  to  be  a 

iniblic  service. 
Mr.  Strong.  FUie.   All  right;  go  right  ahead. 

Mr.  Manson.  Before  going  into  a  detailoil  discussion  of  the  pnjvisious  of 
this  bill,  I  want  to  call  your  attention  to  the  ircneral  situariou  AVith  respect  to 
the  interest  i'f  the  association,  as  I  see  it.  Tlie  principal  evidence  that  has 
i)een  otTered  to  sh'jw  that  the  ass(M-iati<tn  is  not  functioning  as  it  shouhl  has 
he(Mi  the  fact  that  thev  do  not  get  legal  attendance  on  their  meetings;  that  the 
asso(  iution  numbers,  When  they  get  their  loans,  do  not  turn  out  to  attend  the 
nieetini;s. 

As  I  read  Judge  LondeU's  testimony,  he  stated  that  the  secretary-treasurers 
would  cast  the  ballot  for  directors  of  the  Federal  land  hank  in  case  the  asso- 
ciations should  elect  them.  The  general  gist  of  Mr.  Quick's  testimony  here 
was  to  the  effect  that  that  authority  could  not  be  exercised  efficiently  l>y  the 
association,  because  the  menibers  did  not  turn  ont,  leaving  the  inference  to  my 
mind  that  the  bank  directors  were  to  be  elected  by  the  body,  that  the  ballots 
would  be  cast  bv  the  body  of  the  association  members. 

Now,  tlie  fact' of  the  matter  is  that  the  association  as  a  body — the  individual 
stockholders  of  the  ass<»ciation  in  a  meeting— hare  no  function  whatever  except 
to  elect  directors  in  their  own  association.  This  association,  like  all  other 
corporations  that  do  business  in  this  conntry,  is  governed  by  its  board  of  direc- 
tors. The  board  of  directors  pass  on  the  loan;  and  the  board  of  directors  are 
the  ones  who  w<mld  vote  the  stock  of  the  association,  were  the  association  per- 
mitted to  vote  its  stock  for  directors  in  the  Federal  land  bank.  The  board  of 
directors  elect  the  secretary-tren surer ;  in  fact,  the  stock) lolders,  as  snch — the 
individual  stockholders— have  no  function  under  the  law  except  to  elect  their 
board  ot  directors.  ' 

This  corporation  in  this  i-espect  corresponds  to  the  practice  of  every  other 
business  corporation.  It  was  never  cont^plated  by  the  law  nor  by  the 
framers  of  this  law  that  yvhea  this  association  transacts  bnisdness  it  was  going 
to  be  necessary  to  call  a  town  meeting. 

These  directors  serve  without  compensation.  They  are  men  who  have  shown 
enough  interest  to  accept  the  office  of  director,  and  they  are  a  selected  group 
of  men  who  are  especially  interested  in  the  association  and  in  the  system. 

I  thhik  it  is  a  recognized  fact,  which  does  not  need  demonstration,  that 
anythiiiL'  that  is  going  to  bring  money  into  an  agricultural  community  is  going 
to  help  every b(Hly  in  that  community.  Not  only  the  particular  borrower,  but 
e\ervbodv  in  that  community  has  an  interest  in  the  proper  financing  of  the 
principal  industry  of  the  community.  So,  gentlemen,  if  the  boarcl  of  directors 
of  an  assoeiatloii  fnncti<m,  that  association  Is  fimcti<ming. 

Tills  bin  contains  provisions  Whi<ai  are  not  of  recmt  origin.  I  am  not  going 
to  talte  Issne  with  anybody  as  to  how  this  bill  was  ptepured;  I  do  not  fcnow 
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anything  about  it,  and  I  am  willing  to  accept  the  word  of  the  man  who 
introduced  it:  I  have  no  reason  to  doubt  it.  But  the  ideas  that  are  embodied 
in  it,  the  principles  upon  which  it  is  based,  date  back  over  a  year  ago. 
The  provision  for  the  permanent  organization  is  substantially  and  in  eltect 
the  same  as  that  recommended  by  the  Federal  land  board  in  its  tifth  annual 
report,  dated  December  15,  1921.  The  provision  authorizing  the  makii^ 
of  direct  unendorsed  loans  through  ag^ts  is  also  contained  in  the  recom- 
mendation of  the  Federal  Farm  Loan  Board  in  that  same  r^rt.  The 
provision  for  the  voluntary  liquidation  of  associations  is  also  contained  in 
the  recommendations  of  the  Federal  Farm  Loan  Board  as  of  that  <late, 
as  is  the  provision  for  the  organization  of  a  corporation  to  handle  the  bonds. 

1  rliink  that  under  those  circumstances,  if  we  are  to  get  at  the  real  purpose 
of  this  bill — and  in  saying  this  I  do  not  question  the  purposes  whicli  the  author 
of  the  bill  has  in  mind — it  is  fair  for  us  to  consider  the  conditions  that  existed 
at  the  time  these  ideas  were  promulgated  by  the  Farm  Loan  Board. 

Mr.  Strong.  Mkht  I  ask  this  question?  For  the  sake  of  argument,  granted  that  all 
of  the  brovifiionB  (f  the  bill  are  me  result  of  the  recommendation  of  tiie  Federal  Farm 
Loan  Board — ^a  Government  board  appointed  by  the  President  and  confirmed  by  the 
Senate — is  it  your  idea  that  that  should  necessarily  condenm  the  bill? 

Mr.  y\\^^os.  Oh.  no;  indeed.  I  want  to  say  riprht  now  that  I  ha^-e  no  animus 
toward  the  board.  I  do  not  believe  that  a  better  board  could  have  been  .^^dccted. 
I  think  they  are  high-class  and  always  have  been  high-class,  conscientious  men.  So 
far  as  I  have  known  them  they  have  been  men  of  marked  ability. 

As  to  their  views  on  this  proposed  l^puslation,  I  disagree  Turith  them — that  is,  as  to 
some  of  their  views,  particuhurly  as  to  those  views  enbodied  in  the  recommendations 
contained  in  their  fifth  annual  report.  Buti  accord  to  them  that  same  degree  of 
respect,  notwithstanding  the  fact  that  I  disagree  vrith  them,  that  I  expect  from  men 
who  disagree  ^yi^h  me.  Because  I  disagree  with  them  is  no  leason  why  I  do  not  think 
they  are  high-class  and  able  men. 

They  have  a  different  viewpoint,  see  this  thing  from  a  different  angle  

Mr.  Strong  (interposing).  All  of  which  clears  the  atmosphere. 

Mr.  Manson.  Yes,  sir;  and  I  entertain  the  same  idea  toward  the  author  of  this 
bill,  who  introduced  it,  exactly. 

Mr.  Strong  (interposing).  And  the  sky  is  now  thoroughly  clear. 

Mr.  Manson.  Ibe  point  I  wish  to  make,  however,  is  that  in  arriving  at  the  purposes 
of  the  bill,  we  have  a  right  to  consider  the  conditions  which  existed  at  the  time  the 
recommendations  were  made  by  the  Farm  Loan  Board ,  and  we  have  a  right  to  consider 
the  genesis  of  the  ideas  which  are  incorporated  into  the  bill. 

Prior  to  the  28th  of  February,  1921,  the  system  had  been  tied  up  by  a  lawsuit  which 
questioned  the  constitutionality  of  the  act,  for  about  18  months.  That  case  was  de- 
cided, I  think,  on  the  28th  of  February,  1921.  From  the  28th  of  February,  1921, 
until  the  90th  of  November,  1921,  the  farm  loan  asBociations  through  their  directors, 
acted  upon  and  sent  to  the  Federal  land  banks  applications  for  loans  amounting  to 
1296,859,381,  of  which  amount  leans  aggr^ting  173,238,626,  or  25  per  cent  of  the 
amount  applied  for,  were  made. 

Mr.  Appleby.  It  is  now  1  o'clock,  and  if  there  is  no  objection,  we  will  take  a  recess 
until  2  o'clock  this  afternoon. 

(Thereupon,  at  1  o'clock  p.  m.  the  committee  took  a  recess  until  2  o'clock  this 
afternoon.) 

The  committee  met,  pursuant  to  recess,  at  2  o'clock  p.  m. 
Mr.  Appleby.  Now,  Mr.  Manson,  will  you  please  continue? 

STATBMBMT  COt  Z.BSTBB  O.  HANSON-^ContiauecL 

Mr.  Manson.  At  the  time  we  adjourned  T  was  discusflinc:  the  conditions  which 
existed  at  the  time  the  fifth  annual  report  of  the  board  waa  promulgated  and  sent  to 

Congress. 

Ml  .  Stront^.  Please  put  the  date  in. 

Mr.  Manfox.  That  is  the  15th  of  December,  1921.   1  have  Ike  data  before  me  which 

shows  that  from  some  time  in  early  fall,  in  November  

Mr.  Afplbbt.  In  Novraabef ,  1^1? 

Ifr.  MAK0ON.  November,  1921,  down  to  the  15th  day  of  April,  1922,  the  Ijanks 
were  so  swamped  with  buaineos  that  the  right  to  make  application  for  further  loans 
WBB  denied  to  fom-loM  MBodfttionB  by  most  of  the  bcaikB.  That  ia  not  true  of  the 
filvfc  district. 


132 


FEDERAL  TABM  LOAN  ACT. 


Mr.  Stkoxo.  Principally  caused  by  the  accumulation  of  applications  that  had 
existed  during  the  time  it  was  in  litigation. 

Mr.  Mansok.  The  dexnaad  arose  during  that  time,  but  all  of  the  businesB  that  was 
written  after  tiie  system  had  Btuted  to  function  again  was  written  on  new  applicatiDius. 
I  believe  I  am  right  on  that,  am  I  not,  Ifr-  Cknrey? 

Mr.  Corey.  I  think  so. 

Mr.  Maxson.  In  other  words,  after  the  case  was  decided  the  assodations  were 

required  to  take  new  applications. 

Mr.  Sfrong.  But  it  was  old  wine  in  new  bottles. 
Mr.  Manson.  Yes;  it  was  old  wine  in  new  bottles. 
Mr.  Strong.  It  was  an  accumulation  of  old  business? 
Mr,  Manson.  Yes. 

Mr.  Strong.  Of  the  men  who  wanted  loans? 
Mr.  Manson*  Yes. 

Mr.  Corey.  In  the  main,  that  was  true,  and  was  necessary  because  some  of  the 
applications  were  very  old;  there  had  been  a  chai^  in  values  and  to  be  safe  they  had 

to  make  new  applications. 

Mr.  Mansox.  I  do  i^ot  want  to  encumber  the  record  

Mr.  Appleby.  Be  as  brief  as  possible. 

Mr.  Manson  (continuing).  With  the  proof  of  that  statement.  If  there isany  question 
about  it,  all  of  the  information  on  the  subject  can  be  found  in  the  report  of  the  hear- 
ings before  the  subcommittee  of  the  Senate  on  Banking  and  Currency  in  the  Senate 
bifis  S.  620  and  S.  2183,  on  April  8  and  15. 

During  that  period  of  time  I  made  a  compilation  of  complaints  that  came  m  from 
form  loan  associations  witti  reference  to  the  fact  that  they  could  not  secure  blank  forms 
of  application;  that  the  applications  they  had  in  the  banks  had  been  pending  from 
three  months  to  six  months  \\'ithout  action,  and  they  could  not  inform  the  fanners  or 
gi\  e  them  anv  definite  infonvatiou  as  to  whether  or  not  their  loans  would  be  put 
thi-ouuh.  I  do  not  cave  to  encumber  the  record  wth  that  comjulation,  but  I  mention 
all  of  this  for  the  purpose  of  calling  the  attention  of  the  committee  to  the  fact  that 
such  evidence  of  dissatisfaction  as  may  exist  at  the  present  time  with  the  functionmg 
of  the  associations  is  very  lai^ely  due  to  Ae  fact  that  for  a  long  ipenoA  of  time  me 
association  could  not  ftmction  because  it  had  nothing  to  function  with. 

Mr.  Strong.  You  think  they  got  a  bad  start?  .  ,     m,     t.  ^ 

Mr.  Manson.  They  got  a  bad  start;  they  had  nothmg  to  function  with.  They  had 
shown  great  activity;  they  had  put  in  applications  to  the  banks  during  that  one  year, 
or  portions  of  a  year,  for  nearly  three  hundred  millions  of  dollars:  they  could  not  get 
action  on  more  than  25  per  cent  of  those,  and  that  is  when  the  situation  got  so  bad  that 
the  banks  simply  had  to  deny  them  the  right  to  make  applications  at  all.  I  know  that 
situation  to  be  true  of  the  Houston  Bank,  the  Wichita  Bank,  the  Omaha  Bank,  the 
St.  Louis  BaiOc,  and  the  St.  Paul  Bank,  those  banks  being  in  tihe  great  agncultnral 

Strong.  In  other  words,  they  had  a  log  jam  of  farm  loans  and  they  stopped  put- 
ting any  more  logs  in  the  stream  until  they  broke  the  jam? 
Mr.  Max>o\-.  That  is  it:  that  is  very  properly  put. 

The  point  I  wish  to  make  is  this:  It  is  the  natural  tendency  for  anybody  to  blame 
that  end  of  the  institution  he  comes  in  contact  with  for  its  failure^to  function.  The 
applir-ant  does  business  with  the  secretary-treasurer  of  the  association;  if  he  does  not 
get  action  he  goes  to  see  the  secretary-treasurer  and  if  the  lattOT  can  not  give  him  some 
satisfactory  reply  he  naturally  concludes  Hiat  the  secretary-treasurer  is  not  attending 
to  his  business. 

The  system  broke  down,  but  not  in  the  Farm  Loan  Association.  The  place  where  it 
bzokedownwas  in  the  banks.  Along  about  October,  1921,  a  committee  of  Senators, 
amono-  others.  Senator  Kenyon,  called  on  Judge  Lobdell  to  see  if  something  could  not 
be  done  to  speed  up  the  business  of  the  banks.  At  that  time,  Judge  Lobdell  wrote  a 
letter  which  is  published  in  the  Congressional  Record  of  October  20,  1921,  pages  7275 
and  7278,  in  which  he  took  the  position  that  they  system  was  functioning  normally; 
that  there  were  physical  limitations  upon  the  systOTi;  that  the  bante  were  not  ex- 
pected and  could  not  be  expected  to  handle  over  $150,000,000  a  year,  and  even  if  some 
changes  were  made,  not  to  exceed  $200,000,000.  He  also  took  the  position  that  the 
bond  market  would  not  abscMtb  bonds  in  eaooem  of  the  rate  at  which  they  were  then 

issuing  them.  i  •   v     j  t 

I  am  not  indulging  in  anv  personal  criticism  of  the  members  oi  this  board.  1 
believe  they  did  the  best  thev  could  under  the  c-ircunistances  and  conditions.  In 
other  words,  I  think  that  so  far  as  they  knew  how  to  operate  this  thing  they  operated 
it  to  the  best  of  their  ability.  I  do  not  agree  with  some  of  the  things  tiiey  did  at  ttiat 
time.  For  instance,  the  Utigation  was  decided  in  the  lattor  part  of  Fetett»y  9m  A 


^mE£AL  :eas^  x«q4n  act* 


133 


was  not  until  May  that  the  bonds  were  placed  on  the  market.  The  board,  in  its  re- 
port, says  it  had  to  wait  that  long  to  have  the  new  plates  engraved.  Now,  it  strikes 
me  that  if  they  had  put  the  proper  push  behind  this  thing,  instead  of  waiting  for 
plates,  they  could  have  issued  interim  certificates  which  can  be  turned  out^  by  ^the 
carload  by  the  Government  Printing  Office.  That  is  the  usual  practice  of  institutions 
issuing  bonds,  to  issue  interim  certificates.  In  fact,  in  many  instances  it  is  d<me  be- 
cause the  institution  issuing  the  bonds  does  not  know  Werner  the  purchasw  wai^ 
registered  or  unregistered  bonds. 

Mr.  Strong  .  Is  there  anything  said  in  the  report  about  having  been  delayed  in  order 
to  get;  legislation  through  Congress? 

Mr.  Manson.  No,  I  think  not. 

Mr.  Strong.  I  remember  about  the  time  the  issue  of  the  bonds  (the  $40,000,000 
issuo),  was  determined  Mr.  Lobdell  and  Mr.  Lever  came  to  the  House  and  wanted  this 
committee  to  report  out  a  bill  lengthening  the  time  of  the  redemption  of  these  bonds 
from  5  years  to  10  years,  claiming  they  had  been  advised  by  the  bond  houses  tiiat  diat 
would  be  necessary  in  ord^  to  float  the  bonds.  We  had  an  emergency  meeting  of  tiiis 
committee  and  reported  out  a  bill  that  was  passed  the  next  day.  «id  I  was  told  was 
needed  by  them  and  resulted  in  their  floating  the  bond  issue. 

Mr.  Manson.  I  mean,  the  reason  they  advance  for  that  delay.  There  were  no 
other  bonds  offered  until  October.  There  was  a  long  period  of  time  in  which  no 
bonds  were  in  the  market.  On  the  31st  of  January,  1922,  the  board  reported  to  the 
Senate  that  they  had  applications  ]>cnding  in  the  various  banks  then  amounting 
to  $142,000,000,  which  were  to  be  taken  care  of  out  of  the  February  bond  issue  ca 
$75,000,000.  In  other  words,  about  52  per  cent  of  tiie  pmding  applications  could  be 
taken  care  of  out  of  that  bond  issue.  During  the  months  ot  November,  December, 
and  January  there  was  a  much  better  bond  market  than  there  was  in  February  when 
the  b^ods  were  actually  put  on  the  market.  I  made  a  compilation  of  the  amount 
<rf  securities  handled  on  the  regular  New  York  market  during  tliose  mcoitbfl;  I  am  not 
going  to  read  the  whole  compilation  but  will  give  the  total  JQgures. 

Mr.  Strong.  Just  give  the  totals. 

Mr.  Manson.  In  February,  when  the  $75,000,000  bond  issue  was  sold  in  about 
3  hours,  the  total  issues  of  new  securities  disposed  of  on  the  New  York  market  was 
$360,898,974.  This  did  not  represent  transactions  between  individuals,  but  new 
issues  of  securities. 

In  January,  when  there  were  no  Federal  land  bank  bonds  on  the  market  the  new 

securities  disposed  of  amounted  to  $446,600,485.  In  December  they  amounted  to 
$551,576,349  and  in  November  to  $381), 169,341 .  The  point  I  wish  to  make  is  this: 
That  during  any  one  of  those  three  months  when  there  was  not  a  dollar's  worth  of 
bonds  issued  by  the  Federal  land  bank  and  placed  upon  the  market  for  sale,  there  was 
a  better  market  for  ])onds,  and  as  many  securities,  even  more,  could  have  been  sold 
as  readily  during  that  period  as  during  the  February  bond  sale.  When  that  matter 
was  presented  to  Mr.  liover,  when  he  appeared  before  the  Committee  on  Banking  and 
Currency  in  April,  as  a  result  of  information  I  presented  to  the  committee,  he  explained 
it  by  saying  tnat  it  took  a  certain  imoi£Qt  of  time  to  pind  these  i^plicatione  tbiough 
the  mill,  as  he  expressed  it. 
Mr.  Strong.  In  the  banks? 

Mr.  Man  SON.  In  the  banks,  in  the  F ederal  land  banks, 
Mr.  Strong.  Yes. 

Mr.  Manson.  He  was  asked  why  they  did  nut  employ  more  help,  and  he  said  that 
that  was  not  where  the  trouble  was.  He  stated  that  all  of  the  applications  had  to  be 
passed  upon  by  the  directors  or  a  committee  of  the  directors,  and  that  no  more  business 
could  pass  through  the  hank  than  could  be  handled  by  that  OMimiittee*  In  othw 
wcnrds,  that  was  we  neck  of  the  bottle  of  the  whole  system. 

Now,  my  reason  for  presenting  this  matter  is  not  to  rehash  an  old  difficulty  that  has 
passed.  I  am  doing  it  for  the  ])urpose  of  bringing  out  the  fact  that  at  the  time  the 
Farm  Loan  Board  was  making  the  recommendation  that  they  be  ])erniitlod  to  ap])oint 
new  agents  for  the  purpose  of  procuring  new  business,  they  were  not  able  tu  take  care  of 
the  business  the  existing  agencies  had  already  produced-  They  were  so  unable  to  take 
care  of  it  that  for  a  long  time  they  denied  to  the  existing  agencies  the  right  to  make 
applications  at  all.   They  rdNised  to  give  them  blank  forms  of  application. 

Mr.  Strong.  Might  it  not  be  fair  to  construe  their  recommendation  as  a  request  to 
be  granted  in  the  i^ture,  whm  they  expected  they  would  not  be  able  to  aui^y  every 
applicant? 

Mr.  Manson.  That  might  be  true  had  they  at  that  time  taken  the  view  that  I  took 
of  how  this  system  should  function.  If  at' that  time  they  expected  to  expand  the 
operations  of  the  system  to  the  point  where  they  would  take  care  of  the  demands 
upon  them,  that  might  be  true,  but  at  the  time  they  were  making  the  recommendations 
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they  took  the  position  that  the  gystem  was  not  expected  to  do  more  than  $150,000,000 
a  year,  and  in  that  very  year  me  fsarm  loan  aasodationa  had  produced  $300,000,000 
worth  of  bueanees,  so  that  I  am  forced  to  question  the  purpose  of  tiieir  recommendation. 
Mr,  Strong.  Don't  you  think  everybody  has  been  rather  amased  at  th©  abfiCHrption 

of  these  Federal  farm  loan  bonds  in  the  market? 

Mr.  Manson.  I  do  not  think  so,  for  the  reason  that  they  are  the  best  security  in 
the  world.    In  my  opinion,  they  are  better  than  a  Government  bond. 

Mr.  Strong.  But  you  had  to  convince  the  bond-buying  public  of  that. 

Mr.  Manson.  The  farm  loan  bond  in  Europe  is  the  only  thing  that  survived  the 
crisis.  While  governments  fell,  the  currency  depredated,  and  the  obligations  of 
European  countries  were  not  w<nrth  carrying  out  in  waste  baskets,  the  term  loan  bondr 
<rf  Germany  are  good  to-day.  ^  .       ,   ,     , , 

Mr.  WiNGo.  I  admit  that;  but  dldn^  it  take  some  tune  to  convince  the  bond  buya» 
of  that  fact?  , 

Mr.  Manson.  No:  for  the  reason  whenever  they  have  put  them  on  the  market 
they  have  been  grabbed  up. 

Mr.  Strong.  That  is  hindsight,  not  foresight. 

Mr.  WiNGo.  Is  there  any  doubt  tlMit  if  the  Federal  Farm  Loan  Board  were  to  au- 
thorize the  different  banks  of  the  country  to  take  subscripticmB,  permanent  runniM 
subscriptions  to  farm  loan  bonds  and  to  send  them  in,  that  you  would  have  at  all 
times  an  excess  of  demands  for  them? 

Mr.  Manson.  I  think  we  would. 

Mr.  Strong.  You  think  that  would  be  a  good  thing  to  do? 

Mr.  Manson.  Oh,  ve.<. 

Mr.  Wtngo.  The  point  is  this;  I  do  not  want  to  be  put  in  the  attitude  of  questiomi^ 
the  good  faith  of  the  board. 
Mr.  Manson.  I  do  not,  either. 

Mr.  WiNGo.  Your  point  ie  you  do  not  concur  in  ^um  judgment. 

Mr.  Manson*  That  is  it.  ^ 

Mr.  WiNGO,  I  have  never  concurred  in  their  judgment  except  m  one  instance;  I 
have  never  concurred  in  their  judgment,  which  seems  to  be  the  same  theorv  here, 
that  the  bond-buyinir  ]niblic  had  not  been  convinced;  my  information  was  that  the 
bond-buving  public  is  like  the  gentleman  that  Mr.  Quick  refeiTed  to  the  other  day- 
he  said,  first,  ''I  was  interested  in  a  patriotic  way;  I  am  interested  now  in  a  business 
way."  In  other  words,  when  you  called  to  the  attention  of  the  banking  investcOB 
of  this  country— my  information  was  that  Hbxt  was  tiie  choice  quality  of  these  brodd— 
that  the  country  bankers  over  the  United  States  were  clamoring  for  the  bonds— and 
theie  is  not  the  slightest  doubt  in  my  mind  that  if  you  had  a  central  bond  division  in 
the  Farm  Loan  Board,  and  if  you  amend  the  law,  if  it  needs  it,  so  they  can  be  allowed 
a  very  small  commission,  a  commission  to  all  banks  to  take  subscriptions  and  send 
them  in — that  there  would  be  an  accumulation  of  subscriptions  of  farm-loan  bonds 
even  if  you  were  offering  them  at  only  4  per  cent.  I  think  the  investing  public  beyond 
any  question  regards  the  farm-loan  bond  a  better  investment  than  the  securities  issued 
by  the  United  States.  I  believe  I  can  float  three  hundred  nuOion  in  bonds  at  4 
per  cent  through  the  counlary  bankers. 

Mr.  Manson.  There  has  been  one  practical  difficulty  in  the  way  of  operating  xn 
aeeoidaDce  with  that  plan.  Where  you  have  bonds  on  the  market  at  aU  times  you 
must  have  the  machinery  to  protect  your  market. 

Mr.  WiNGo.  my?  , ,  . 

Mr.  Manson.  Because  where  the  l)ond  is  always  available  there  may  be  some  peo- 
ple who  are  anxious  to  dispose  of  bonds  in  a  huTty,  and  those  people  will  throw  their 
bonds  onto  the  market  and  depress  the  market.  This  bill  contams  a  feature  that  I 
am  verv  much  in  favor  of,  and  that  is  the  central  bank,  I  do  not  believe  the  central 
bank  ^ould  have  all  the  authority  you  have  given  it  under  the  bill,  but  it  has  this 
advantage,  that  such  an  organization,  if  the  bonds  have  dropped  below  par,  could 
buy,  and  the  mere  i^t  that  there  was  an  institution  that  would  buy  the  minute  they 
dropped  below  par  would  obAnate  the  necessity  of  ever  Imyint^ 

Mr.  WiNGO.  If  vou  give  the  board  authority,  and  they  have  it,  to  invest  their  cur- 
rent surplus  funds,  and  the  very  fact  that  the  board  stood  ready  and  had  the  author- 
ity to  buy  at  par  these  bonds  at  anv  time  the  demand  was  made,  you  would  have 
identically  the  same  situation  that  you  have  with  the  Federal  reserve  note,  because 
there  is  a  place  where  the  Fedml  resave  note  is  rede^nabte,  even  though  th^  is 
not  enough  in  the  ^Id  reserve. 

Mr,  Makson.  It  is  there,  ,      u  ^ 

Mr.  WiNGO.  It  is  40  per  cent;  it  is  like  the  banker  who  has  not  the  cash  on  hand; 
but  if  it  were  known  that  the  Farm  Loan  Board  would  buy  at  par— sometime  vou 
might  luive  some  estate  or  some  concern  investing  in  them  in  a  temporary  way;  they 
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might  want  hurriedlv  to  dispose  of  them;  but  that  would  be  rather  easy  if  they  at 
any  time  weat  in  and  oieied  a  little  shade  of  what  the  discount  was;  they  could  8eil 
them. 

Mr.  Manson.  Yes.  sir. 

Mr.  WiNGo.  I  have  an  idea  in  the  comse  of  time  you  will  have  banJcers  who  will 
want  a  liquid  investment,  au  investment  they  can  use  as  a  liquid  investmrart,  fee  the 
purpose  of  gettii^  cash»  If  I  wwe  a  country  banker  and  had  surplus  funds  I  would 
leep  fiurm-kian  bonds  in  my  drawer  all  the  time,  not  only  for  the  surplus  mvestment, 
but  for  my  customers'  account,  who  would  say,  "I  want  a  safo.  sound  investment.'' 
and  in  that  way  you  would  build  up  a  market  whereby  the  subscriptions  to  the  bonds 
would  exceed  the  physical  possibilities  of  the  nock  of  the  bottle,  the  aljihty  of  the 
directors  of  the  bank  to  pass  on  those.  Isn't  there  a  fear  on  the  part  of  some  ol  the 
people  that  we  will  dut  the  market  with  these  tax-exempt  securities? 

Mr.  Manson.  I  think— and  in  saying  tliis  I  do  not  want  to  ascribe  any  dishonest 
motives  to  the  Farm  Loan  Board— I  thmk  they  have  been  made  innocent  victims  of 
the  bond  houses.  They  confess  that  Ihey  do  not  know  anytlung  about  the  bond 
business.  None  ever  had  any  experience  in  it  except  Mr.  Xorris.  My  opimon  of 
what  happened  up  to  the  time  we  began  to  set  a  f:ro  behind  thorn  is  as  follows:  The 
bond  houses  got  1  per  cent  commission.  That  is  anywhere^  ironi  a  half  to  ono-:ifth  ot 
what  the  bond  houses  make  on  an  ordinary  bond  sale,  because  the  usual  commissions 
run  from  2  to  5  per  cent,  and  in  some  cases  hi.eher.  If  a  customer  buys  a  farm-loan 
bond  from  accunnilatod  pa\  ings,  he  i^  not  in  the  market  for  another  bond  out  of  which 
bond  houses  can  make  more  money*  In  my  opinion,  the  bond  houses  have  had  to 
carry  the  bonds  because  they  would  sell  themselves  when  they  were  on  the  market. 
It  was  a  case  of  taking  1  per  cent  ot  getting  nothing.  It  lias  boon  to  their  intorost 
that  as  few  be  placed  on  the  market  as  possible.  I  think  the  boaid  have  gone  to  t  lie 
bond  houses  from  time  to  time  to  ascertain  their  views  as  to  whether  or  not  the  marki  t 
would  absorb  bonds  and  thev  have  boon  told,  Well,  I  think  1  would  let  that  ^^o  o\or 
a  while;  if  you  put  them  on  now  it  will  knock  the  bottom  out  of  the  market/ '  Tlial  is 
a  surmise  on  my  part.  .     .     ,  ,        -u  *  t 

Mr.  WiNGo.  Do  you  think  there  would  be  any  more  difficulty  in  doing  wnat  l 
suggest  than  is  being  done  by  the  Secretary  of  the  Treasury  when  he  issues  his  certifi- 
cates; the  papera  are  full  of  the  fact;  they  are  ovOTmbscribed;  be  uses  the  Federal 
reserve  system. 

Mr,  Manson.  Yes.  . 

Mr.  WiNGO.  And  all  the  national  banks  of  the  country  can  be  lequued  to  act  as  the 
marketing  agency  of  these  bonds. 

Mr.  Manson.  Yes.  . 

Mr.  WiNGO.  Because  they,  like  the  Federal  land  banks,  are  agencies  of  the  trovcrn- 
ment;  they  get  certain  privileges  for  being  the  inetrumont  of  the  Govenunent,  d  if 
the  bonds  of  the  fann^Ioan  bank  is  as  good  as  Government  bonds  which  everybody 
concedes,  then  why  should  it  be  any  more  difficult  to  distribute  farm-loan  bonds 
through  the  same  agency,  the  same  channel  and  the  sMue  method  as  the  Treasury 
certificates  and  bonds  are  distributed?  ,      v  i 

Mr  Manson.  There  is  no  question  in  my  mind;  I  would  not  abandon  the  regular 
bond  market  until  I  had  such  a  market  built  up,  1  do  not  believe  in  abandoning 
any  means  or  overlooking  any  means.  ,  ^ 

Mr.  Wingo.  Do  yon  think  the  plan  I  surest  is  worth  a  tnal? 

Mr.  Manson.  It  is  worth  trying.  ,   ,    ,  .      ^  ^i.  ^   x  ^  

Mr-  Wmoo.  It  won't  cost  anything;  they  c»  call  on  <4ie  banks  to  n»ke  the  tMitatiw 

subscriptions.  ,  ^  i    i  u    j  •  f 

Mr.  Manson.  In  the  bond  issue  of  October,  1921,  and  I  thmk  in  the^  bond  issue  of 

February,  the  farm-loan  associations  were  not  permitted  to  take  orders  for  bonds  trom 

any  one  purchaser  in  excess  of  $2,500.    It  was  stamped  on  the  apphcatiou,  \No  sale 

to  any  one  purchaser  in  excess  of  $2,500,** 
Mr.  Strong.  Why  was  that? 

Mr.  Wingo.  When  did  they  do  it?  ,       ,  ti_  j  ±a 

Mr.  Manson.  I  know  that  was  true  in  the  Oct<*er  issue  because  I  had  a  copy  of  to^ 

application  sent  to  me  by  a  secr^taiy-twasurer  ^  ^    .  ^ 

Mr.  Strong.  Does  that  indicate  to  you  any  fadure  of  the  absorbing  powers  Ihey 

would  have  too  great  a  demand?  ,    ,      ,  _  t  u  i- 

Mr  Manson.  That  is  it.    I  think  it  was  done  to  protect  the  bond  houses    1  believe 

that  when  the  fann-loan  board  found  themselves  up  against  a  situaUon  they  did  not 
know  anything  about,  thev  felt  they  were  absolutely  dependent  on  the  bond  hpUBSB 
and  had  to  do  what  they  said.   I  don't  say  that  out  of  any  spunt  of  meanness;  if  is  my 

^^Jfc!^WiN(K).  It  goes  back  to  their  judgment;  that  is      only  nie  ami  awe 
You  question  their  judgm^? 
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Mr.  Man  SON.  I  question  their  judgment;  the  whole  puroofie  of  this  discuflsion  is 
to  show  that  the  place  where  the  system  broke  down,  the  place  where  the  neck  of  the 
bottle  was  small,  was  not  in  the  Farm  Loan  Association;  that  it  was  in  tiie  bank  and 
it  was  in  the  method  adopted  bv  the  board  for  handling  the  bonds. 

]Mjr.  WiNGO.  And  you  have  called  attentarai  to  these  tMngs  to  answer  the  suggast&on 
flie  associations  have  not  functioned? 

Mr.  Manson,  That  is  it.  I  say  that  the  experience  of  the  year  1921  goes  to  show 
that  dining  that  period  of  time  tbe  association  was  the  only  part  of  the  Federal  farm 
loan  system  that  did  function  in  the  way  the  law  contemplated.  ^       ^       .  ,  t. 

Now,  I  have  no  doubt— I  know  that  there  is  considerable  dissatusfacbton  with  the 
association.  I  attdbute  the  present  dissatis&ction  to  two  things.  In  the  first  place, 
I  believe  that  the  complaints  we  hear  at  the  present  time  very  laigely  date  back  to 
that  period  of  time  when  the  association  was  not  pemdtted  to  even  hie  an  applicatum 
for  a  loan.  That  is  one  dass  of  complaints.  The  association  was  intended  as  a  check 
upon  the  loans  that  were  to  be  made.  The  association  is  a  local  check.  The  theory 
orflie  association  was  that  the  local  farmers,  the  directors  in  this  association  who  must 
be  farmers,  would  know  their  nei2:hbors.  They  would  know  the  moral  nsk  involved 
in  making  the  loan,  and,  being  compelled  to  indorse  the  loan,  they  would  have  a 
self-interest,  and  that  would  require  them  to  exercise  better  judgment. 

Mr.  WiNGO.  Mr.  Mannagan  will  recall  that  in  the  original  draft  of  the  biU  we  had 
a  considerable  contioveiBy,  and  a  provision  was  struck  ont  on  my  motion  by  which 
you  made  them  absolutely  responsEible  fc«r  all  loons;  ym  reei^  that,  Mr.  FlannaganV 

Mr.  Flannaoak.  Yes,  sir.  .        ,  .  .  ,  i  .      i  i 

Mr.  W'rxGo.  You  did  not  have  a  limitation  on  their  stock  liability,  but  each  was 
responsible  for  the  others?  In  other  words,  every  association  was  liable  to  the  lull 
extent  of  the  loans  placed  through  the  entire  association.  For  insunce,  if  one  planter 
came  in  and  had  a  plantation  worth  siOO,000  and  he  got  a  $10,000  loan,^and  all  those 
memberd,  we  vdll  say,  got  the  limit  upon  tli^  plantations,  and  he  did  not,  yet  if 
the  others  failed,  he  could  be  gone  to  for  the  whole  amount,  and  you  remember  the 
fidit  that  was  made  on  that  and  we  finallv  eliminated  it.  That  carries  out  the  sug- 
gestion ;  the  original  idea  was  to  put  the  whole  burden  and  all  the  protection  on  through 
the  cooperative  indorsement. 
Mr.  Maksox.  a  man's  application  is  rejected  because  they  do  not  want  to  assume 

the  moral  risk.  .       ^       ^       .       ,w      j  j  j 

Mr  Wixno  We  have  to  face  that  proposition  that  there  is  well-founded  ground 
for  the  coinulaint— and  I  understand  the  facts  justify  the  cont^tion— that  8«t 
together  and  form  an  organization  or  aasodation  and  they  get  their  money  and  then 
treat  it  as  a  select  circle  and  do  not  allow  anyone  to  break  in;  twm  can  you  prev^t 

that?  .    ,      .      .     .  ,  A 

Mr  Manson-.  I  do  not  think  that  particular  situation  is  as  common  as  reported 
I  do  believe  this  situation  is  prevalent:  that  an  applicant  puts  m  his  application  and 
he  is  not  considered  a  ^ood  moral  risk.  Under  your  present  system  of  indorsement, 
if  the  applicant  or  the  borrower  does  not  pav  his  intere^st  and  the  amortization  paynient 
when  it  is  due  the  whole  a-^sociation  is  liable  to  lose  its  dividend,  and  therefore  they 
have  an  interest  in  seeing  that  the  man  not  only  has  good  security  but  tmt  he  is  also 
the  kind  of  a  fellow  who  is  going  to  pay  his  interest  when  the  inter^  is  due.  \\  hen 
an  applicant  is  rejected,  what  is  the  natural  thing  for  bun  to  do?  You  represent  hun 
in  CoiMKress  and  he  writes  vou  and  says,  This  farm  loan  assomtion  is  not  lunctioiung, 
I  put  an  application  in  there  and  I  can  not  get  the  money;  they  have  a  monopoly, 
and  he  writes  also  to  the  Farm  Loan  Board.  .,11  c 

If  this  svst*^m,  at  the  time  these  recommendations  were  made,  had  been  so  iunc- 
tionin'^  as  \o  take  care  of  all  of  the  applications  that  carne  in  through  the  farm-loan 
a-^sociations  I  miirht  be  led  to  believe  that  the  move  to  appoint  agents  was  to  take 
care  of  the  fellows  on  the  outside.  The  recommendations  were  made  at  a  time  when 
the  head  of  the  board  was  going  on  record  to  the  effect  that,  under  normal  conditions, 
the  system  could  not  be  expected  to  function  to  anywhere  near  half  the  extent  to 
which  the  demand  was  being  made  upon  it.  I  can  not  believe  they  were  actuated 
by  a  derire  to  get  additional  agents.  I  believe  they  were  actuated  by  a  desire  to 
craite  an  agency  that  would  be  subordinate  to  them  and  to  the  banks;  1  do  not 

criticize  them  for  that.  .     ,  .     r,,i   ,        *ti    xi,    r    4.  4.i,«+ 

Mr  Stroxg  Do  vou  think  there  is  anvtlung  m  this:  That  possibly  the  fact  that 
these  associations  were  advised  of  the  limitaticns  of  the  bank  had  a  tendency  to 
make  the  members  hesitate  to  let  anybody  in  once  they  wanted  to  make  that  re- 

striction*^  • 

Mr  Manson.  I  think  so,  because  when  »  fanner  has  a  mortgi^e  maturing,  or 
wants  to  build  a  building  or  something  else,  the  secretary-treasurer  would  not  be 
in  good  Mth  if  he  peraoitted  him  to  put  in  a»  application  i£  he  had  reason 


to  believe  that  loan  would  not  go  through,  and  the  man  could  not  get  has  nwrney 
when  he  needed  it.  For  a  year,  at  least,  and  up  until  the  Iflt  of  Mxy  of  to  year, 
the  associations  were  restricted,  not  in  the  amount  they  could  loan,  but  in  the  num- 
ber of  appUcations  they  could  put  in.  The  «ea»taiy-treaBurer  would  get  a  certain 
number  of  blank  applications.  For  instance,  one  man  could  loan  $10,000  on  one 
application,  but  the  other  fellow  having  applications  for  small  loans,  we  will  say, 
^00  1300,  $400,  or  $500  apiece,  would  exceed  his  entire  allotment  before  he  bad 
reached  $2,000.  The  purpose  of  that  was  this:  The  passing  on  apphcations  made 
work  for  the  bank  and  the  limitation  was  placed  not  upon  the  amount  of  money 
thev  could  dispose  of  but  the  amount  of  work  they  would  create,  to  be  traiosacted 
in  the  bank,  getting  back  again  to  the  proposition  that  the  neck  of  the  bottle  was  no 
bigger  than  the  amount  of  work  that  could  be  done  by  the  banks.  ,  .  ,  . 
Mr  WiNGO.  onhat  is  the  ai^ument  the  men  who  control  lae  banks  make  m  favor  of 

the  lai^  TnaTitmim  loan,  and  it  is  natural.  It  u  no  more  work  to  pass  on  a  $lo,000 
loan  tlutn  it  is  on  a  $5,000  loan;  thrate  is  more  responsibility  but  there  is  no  more  work. 
In  other  words,  ten  $10,000  loans  would  involve  less  work  than  twenty  $o,G00  loans, 

and  it  is  a  natural  desire  to  curtail  their  drudgery  as  much  as  possible. 

Ifa  M  \NSON.  1  believe  that  if  the  bank  has  enough  money  to  meet  the  demand  for 
all  loans  the  small  borrower  benefits  by  the  bank  carrying  the  large  loans  for  the  reason 
that  the  large  loan  reduces  the  proportion  of  overhead.   It  permits  the  p«ccentago  oS. 

overhead  to  be  reduced.  ,  j.      j.-,  j.  •   '         ^  t 

Mr.  WiNGO.  As  long  as  you  have  an  arbitrary  loan  percentage  that  is  in  excess  ot 
■even  the  maximum  spent  on  the  smallest  size  loan,  what  practical  difference  is  there 
Mr.  Manson.  The  practical  difference  is  this,  to  take  an  illustration:  1  believe  the 
Omaha  Bank  can  pay  its  operating  expenses  out  of  the  earnings  on  its  capital,  and  I 
believe  that  the  net  profits  under  existing  ( onditions  amount  to  prattically  the  full 
amount  of  their  margin  of  charge  over  the  bond  rate.  Under  the  law  as  it  stands  to-day, 
when  the  borrower  pays  up  his  loan  he  automatic  ally  forfeits  all  of  his  interest  in  any 
accumulated  eamings'which  have  not  been  distributed  as  dividends.  I  beUeve  ttat 
law  should  be  so  amended— furthermore,  the  bank  witii  the  consent  of  flie  Farm  Loan 
Board  may  retire  its  stock  witihout  the  consent  of  the  bonfow«?  and  upon  such  retire- 
ment he  forffflts  all  of  his  right  to  the  accumulated  earnings  of  the  bank.  It  was  the 
intent  of  the  law  that  the  borrower  should  get  the  benefit  of  the  net  profits  to  the  bank; 
that  they  would  be  distributed  back  to  the  borrowers  in  proportion  to  the  amount  of 
their  loans  and  thev  would  get  their  money  at  actual  cost.  Of  course,  there  is  a  valid 
objection  to  the  distribution  of  an  excessive  amount  of  net  earnings.  The  reserves  of 
the  bank  have  not  reached  the  place  where  they  are  fixed  by  the  law,  and  it  helps  the 
sale  of  bonds  and  adds  to  the  security  of  the  bank  if  they  retain  a  large  amount  of  Wtt- 
plus  earnings,  but  the  law  should  be  so  unended  as  to  give  to  every  boxtow^  fa© 
benefit  of  the  earnings  which  accrue  upon  his  investment  in  ^ock, 
Mr.  Strong.  That  would  tend  to  tear  down  the  surplus? 

Mr.  Mansox.  No,  it  would  not,  be-ause  when  the  present-day  borrowers  pay  up 
we  will  sav  30  years  from  now,  wliile  thev  would  withdraw  their  share  of  the  surplus, 
yet  in  the  meintime,  there  would  be  others  building  up  the  new  surplus;  every  bor- 
rower would  be  j^roviding  his  own  surplus:  the  bank  would  have  more  ready  money 
on  hand  all  the  time  for  the  reason  that  instead  of  distributing  the  whole  bi^iness,  I 
would  distribute  some,  because  the  borrower  does  not  receive  the  full  amount  of  money 
he  borrows  he  has  to  get  a  dividend  that  equals  the  rate  of  int^^est  he  ]  >ay  s  on  hia  mort- 
gage  before  he  gets  the  money  at  his  mortgage  rate.  A  borrower  of  $10,000  subscribes 
fOT  $500  stock;  he  pays  interest  on  $10,000,  and  he  only  gets  $9,500.  I  nless  he  gets 
a  5*  per  cent  dividend,  he  is  paying  a  liigher  rate  than  oj  per  cent  on  the  money  he 
gets.  It  is  only  the  excess  of  dividends  over  the  mortgage  rate  that  represents  any 
profit  to  him  in  the  transaction. 

Mr.  WiNGO.  Certainly.  ,    ,  .  ^,  , 

Mr.  Mansox.  My  idea  of  that  is  this:  I  believe  that  the  borrows  of  the  proceeds 
6i  each  bond  issue'sliould  be  separated  into  classes.  My  purpose  of  that  is  this:  You 
take  the  February  bond  issue;  they  were  5-per  cent  bonds.  Tliat  money  was  loaned 
to  borrowers  at  6  per  cent.  The  bonds  sdd  at  a  premium  which  made  the  net  yield 
4.70,  so  that  the  borrowers  of  that  money  pay  to  the  banks  for  tlio  first  10  years  they 
have  their  loans  1.3  per  cent  over  what  the  bank  pays  for  interest  on  those  bonds. 

J»Ir.  Wingo.  All  those  elements  were  considered  in  fixing  the  differential  of  1  per 
cent. 

Mr.  Manson.  In  that  instance  the  differential  exceeds  1  per  cent. 
Mr.  Wingo.  I  know,  and  that  was  considered.  ,  ,  .  . 

Mr.  Manson.  For  that  reason,  I  believe  it  would  not  take  mudi  bookkeeping  to 
separate         into  classes. 


iSS  F£D£KAIi  FAjBM  UOASf  AGI. 

Mr.  WiNGO.  Get  back  to  your  original  premises;  you  were  arguing  iu  favor  of  a 
larger  maximum  and  the  ari^ument  you  present  ie  one  of  profit-making  in  dividends, 
when  the  prime  purpose  is  not  to  make  profit,  but  the  prime  purpose  is  to  make  loans 
at  a  low  rate  of  interest.  You  have  the  amortization  feature  and  then  you  have  another 
feature  that  you  are  going  on  and  granting  the  people,  especially  the  snuJler  f^low, 
and  marketing  loans  at  a  reasonaUe  tate^  even  though  you  say  that  he  nd^t  be  taldi^ 
xa  bigger  loans,  but  this  is  very  reasonable  as  €0iB|Maed  mtb  loansirom  private  sources* 

Mr.  Maxson.  Oh,  yes. 

Mr.  WixGO.  And  that  benelit  which  comes  to  him  is  a  benefit  which  does  not  come 
to  the  Sl-o.OOO  men  in  some  instances  at  all,  especially  that  one  wlio  would  ji;o  and  get 
his  money  from  a  priv  ate  agency  at  5  per  cent  plus  1  per  cent  coiuuiission  or  if  it  does 
apply  it  is  in  the  smaller  proportion,  but  the  original  intent  of  the  act  was  to  help 
the  helpless;  was  to  furnish  a  market  which  no  private  agency  furnished  on  reason- 
able rate  and  terms.  You  say  to  a  farmer,  ''We  will  SMurket  a  loan  at  10  p«  cmt^' 
That  is  practically  denying  him  a  market.  He  cx)iu]d  not  stand  that  rate.  Tneor^pal 
purpose  of  the  act  was  upon  the  ttieory  that  apiculture  is  languishing  because  it  is 
being  charged  such  a  toll;  it  can  not  thrive  on  it.  The  idea  was  to  help  the  helpless 
fellow  and  for  that  reason  they  did  not  i^eyond  S  10,000.  The  people  who  were 
working  on  it  wanted  85.000:  they  wanted  to  head  it  off;  they  are  the  ones  who  put 
the  hedcrinirs  around  it.  includiu«i;  the  joint-sto;;k  land  banks:  the  friend  of  the  rural 
credits  did  not  do  that.   They  did  not  put  tlie  §10,000  maximum. 

The  point  1  am  makin;^^  is  that  instead  of  trying^  to  get  yotir  s);stem8  developed  along 
the  original  lines  and  to  a  greater  extent  than  in  tibe  beginim^,  on  account  of  the 
caution  of  tiiose  who  wanted  to  be  sure  and  those  who  were  afraid.  I^ey  will  continue 
to  go  in  the  other  direction  and  get  away  from  the  public  necessity  that  made  the 
Govenmient  go  into  this  business.  You  go  into  the  question  of  })rofiis.  larger  dividends, 
easier  business,  less  overhead:  yon  are  not  thinking  about  economic  conditions, 
economic  distress,  in  which  the  whole  public  as  well  as  The  individual  farmer  is 
interested.  That  is  the  only  srunmient  these  men  asking  for  that  maximum  coidd 
make:  thai  it  is  choice  biisiness:  less  oA'crhead,  and  a  lower  rate  for  the  choice  ones; 
you  are  not  liguring  on  how  you  can  meet  the  demands  of  the  little  man* 

Mr.  Strong.  We  are  now  taking  care  of  the  littie  fellow. 

Mr.  WiNGO.  Are  you  sure  you  are? 

Mr.  8«!B<3W0.  And  we  would  like  to  take  care  of  the  farmer  who  needs  the  laarger 

loan. 

Mr.  WiNOo.  You  can  not  now  wi^  the  present  machinery  take  care  of  the  smAl 
fellows. 

Mr.  Strong.  I  think  ?o. 

y.Y.  WiNGo.  Not  all  of  Them,  but  some  of  them,  but  you  are  not  taking  care  of  them, 
to  the  extent  they  have  become  disheartened;  they  do  not  go  to  the  system  because 
the  delays  occur:  so,  it  was  not  a  mechanical  impossibiUty,  but  for  one  reason  or 
another,  thev  do  not  come  in,  and  now  instead  of  onering  an  incentive,  they  say  they 
are  talkn^  about  taking  care  of  the  big  fellow.  If  the  local  secretary  or  local  associar 
tion  can  go  out  and  place  their  business  in  large  loans,  they  are  quLt(^  sure  to  do  so, 
and  it  is  natural  that  the  large  loans  will  be  taken  care  of  over  the  small  ones;  what 
we  want  is  to  build  up  the  small  home  owner. 

Mr.  Stromg.  That  is  one  reason  for  the  appointment  of  agents  in  order  to  cut  out 
some  of  the  red  tape  and  get  the  loans  easier. 

Mr.  Manson.  If  you  are  going  to  cut  out  the  red  tape  it  ought  to  be  cut  out  at  the 
XKiint  where  it  is  impeding  the  progreee. 

Mr.  Stbong.  That  is  what  we  want  to  do. 

Mr.  Maksok.  When  the  bank  gets  to  the  point  where  it  can  take  care  of  the  apph- 
cations  promptly  and  grant  tiie  applications  tbat  are  made  within  a  reasonable  time, 
it  seems  to  me  that  it  would  then  be  proper  to  consider  increasing  the  agencies,  but 
the  real  difficulty  has  been  that  the  smallest  point  in  the  stream  was  in  the  bank. 

Mr.  WixGO.  I  do  not  underestimate  the  benefit  that  will  come  to  the  larger  planters 
and  fai-mers.  I  do  not  criticize  them  for  their  natural  desires.  I  think  a  great  many 
of  them  if  they  were  properly  advised  would  now  get  the  very  loan  they  want,  the 
amortized  loan  in  the  joint-stock  land  bank.  Tlieir  only  reason  in  Iow»  now  why 
they  want  it  in  thi^  system  is  or,  account  of  the  amrrtizatiou  feature.  The  amortiza- 
tion feature  is  a  big  attraction.  If  a  man  can  get  a  loan  fur  fi  per  rent  in  a  joint-.stock 
bank,  and  he  can  also  get  it  privately  at  5  per  cent  plus  1  per  cent,  then  the  only 
difference  is  the  amortization  feature. 

Mr.  Manson.  I  am  opposed  to  increasing  the  minimum  unless  the  bill  is  so  fEBi^iaed 
to  proA-ide  that  the  borrower  of  $10,000  shall  get  the  preference. 

Mr.  Strong.  That  is  a  ^ood  suggestion.  ^  , 

Mr.  WiNGO.  Don't  youknow,  measuring  the  future  by  the  past,  that  it  is  going  to 
be  tile  judgment  of  the  conservative  business  men  tiiat  the  President  is  going  to  put 


in  chaige  of  the  concern;  don't  you  know  that  it  is  the  natural  tend^cy  of  those  men 
who  direct  these  banks  to  be  mcae  cautious  <rf  the  other  f^ow  who  is  trying  to  get  m, 
aiid  their  natural  tendency  will  be  to  go  after  the  choicer  loans. 

Ifr.  Manson.  They  can  glorifv  themselves  by  building  up  a  big  institution. 

Mr.  WiNGO.  Don't  you  know  that  for  the  next  10  years  that  thi'^  system  is  going  to 
be  in  charge  of  men  who  belicA-e  that  there  is  a  way  of  reac^hing  the  saturation  point 
in  the  bond  market  and  thev  are  going  to  continue  this  repressive  policy,  not  intend- 
ing to  be  repressive,  but  sa\ing,  "You  must  not  send  us  so  much  business;  we  can 
only  take  care  of  so  much."  I  am  not  going  to  question  the  judgment  of  the  mem- 
bers of  the  board;  that  is  going  to  be  tiieir  honest  conviction,  and  if  so,  they  would  not 
be  loyal  to  their  tojst  if  tiiey  did  not  foUow  that.  They  are  going  to  give  mi  added 
incentive  to  tiiat  natural  tendemy  when  they  raise  the  limit. 

Mr.  SravENSON.  You  stated  that  you  believe  every  bocvower  oi^;bt  to  receive  the 
full  amount  (k  the  surplus  which  his  stodc  has  earned? 

Mr.  Maxsox.  Yes.  ,    ,    *  , 

Mr.  Stevenson.  And  von  })elieve  also  they  ought  to  have  a  method  ol  classiiying 
the  borrowers  so  that  each  borrower  is  represented  by  a  cerUin  sale  of  bonds  from 
which  his  money  comes? 

Mr.  Manson.  Yes,  sir.  ,        ^      i.  j 

Mr.  Stsvbnson.  You  are  endeavoring  to  get  back  to  the  system  they  established 
when  they  overhauled  some  of  the  life  inswance  compmifiis  in  New  Yort  and  made 
them  distribute  some  of  their  stttfilus? 

Mr.  Manson.  That  is  it. 

Mr.  Stevenson.  And  you  beiievesomeshould  hcdistributed  annually  and  the  other 

should  be  held  until  the  maturity  of  the  polic\-.      to  speak? 

Mr.  Manson.  I  do,  l)ecause  it  will  increase  his  amortization  payment  by  his  share 

in  those  retained  net  eainiings.  .  , 

Mr.  WiNGC).  It  would  increase  the  deductioa  to  be  made  fawAepaynient^ 

have  to  mi^ce.  ,  , 

Mr.  Mi.N80N.  No;  but  it  would  deccaase  liie  peiiod  ov«  which  he  would  have  to 

pav. 

iir.  WiNco.  It  would  decrease  the  period  over  which  he  would  have  to  pay;  it 
might  ^'mature  his  loan,''  to  use  a  building  and  loan  association  term  ,in  30  years  in- 
stead of  33  years.  , ,  .        , ,  •  «a 

Mr.  Manson.  In  the  case  of  the  Omaha  bank,  I  believe  it  would  mature  in  20  yeam; 
I  think  instead  of  paying  for  33  years  he  would  be  paying  for  20  years. 

Mr.  SvsTBNsoN.  If  it  will  accelerated  cooipletion  01^  pas^^ 

very  deoral^  end. 
Mr.  Applbby,  It  certainly  would. 

Mr.  Manson.  I  would  have  my  lawpro\dde  that  the  bank  could  carry  that  money 
as  a  surplus  that  will  help  the  sale  of  bonds;  it  will  strengthen  the  bank,  but  when  the 
farmer  pays  up,  or  when  the  accured  earnings  on  his  stock,  added  to  the  nayments  he 
has  made  equal  the  amount  of  his  loan,  that  his  mortgage  should  be  peeled.  

Mr  Stevenson  .  You  would  not  allow  him  interest  on  Uiftt  fund  that  is  not  distrib- 
uted? He  would  take  his  diare  of  tiie interest  which  he  Imw earned?  .     ,  ^ 

Ifr.  Makson.  That  is  automatically  laken  care  <rf,  because  they  would  sunply  be 
canied  on  to  a  dass  each  year  in  the  proportion  of  the  earnings.  There  is  another  ad- 
vantage, I  believe.  I  believe  the  good  this  system  can  do  is  not  only  found  in  the 
amount  of  money  it  can  loan,but  in  the  competition  feature  of  it  as  well .  In  other  words, 
you  have  seen  already  that  some  of  the  old  line  mortgage  companies  have  begun  mak- 
ing amortized  loans.  '  It  has  forced  down  interest  rates.  That  leads  to  an  a^tation  fwr 
a  decrease  in  the  maigin  over  the  bond  rate.  Tliere  is  danger  m  that.  It  is  unjust  to 
the  present  borroww;  he  most  contiaue  to  pay  his  prosmt  rate,  1  per  cent  over  Oe 
b^  rate;  in  scmie  cases  it  may  run  hi^er  than  that  on  account  of  t  he  prenuum  on  the 
bonds  when  thev  are  sold.  If  you  decTease  that  margin  to  future  borrows  you  are 
permittii^  some' fellows  to  play  the  game  by  pajing  half  the  ante. 

Mr  Stevenson.  Let  us  see  about  that  sale  of  bonds  at  a  higher  hgure.  W  hile  it  is 
true  it  makes  a  discrepancv  between  the  rate  paid  on  the  bonds  and  the  rate  paid  by 
the  borrower,  nevertheless  the  profit  accrues  to  the  whole  institution. 

Mr.  Manson.  Yes.  ^  .         .  .      x  •  x 

Mr  Stevenson.  And  he  participates  to  tiie  extent  of  his  interest  in  that  proht. 

Mr.  Manson.  Yes;  but  take  this  situation;  to  make  it  a  little  dearer.  The  bor- 
rows under  the  Febniary  bond  sale  paid  6  per  cent.  The  borrowers  under  the  May 
b<md  sale  paid  5J  per  cent.  The  reason  for  that  is  the  February  ])onds  were  o  per 
cent  bonds;  the  Mav  bonds  were  4i  per  cent,  but  when  we  consider  the  prices  at  which 
they  were  actually  ^sold,  there  was  no  such  difference  as  that.  The  February  bonds 
aold  at  a  premium  which  brought  their  net  yield  down  to  4.70. 
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Mr.  Stevenson.  That  is,  to  the  man  who  bought  them? 

Mr.  Manson.  That  is  what  the  banks  paid. 

Mr.  Stevenson.  It  pays  4.70  on  the  money  it  got? 

Mr.  Manson.  Yes.  ,       ,  •  n 

Mr.  Stevenson.  That  being  so,  the  bank  loaned  that  money  at  6  per  ce&tr 

Mr.  Manson.  That  is  it.  ,  ,  v 

Mr.  SrfiVENBON.  The  bank  was  makmg  more  money  and  the  bonower^  of  courae, 
got  his  propOTtion  of  the  profit  and  the  next  borrower  gets  it,  too? 

Mx.  Manson.  That  would  be  true  if  the  bond  sales  yielded  the  same,  but  they 
reduced  the  interest  rate.  It  is  impracticable  to  offer  bonds  at  just  exactly  the 
interest  rate  at  which  the  market  will  absorb  them.  The  5  per  cent  bond  will  sell 
at  a  promium  and  the  4h  per  cent  bond  at  par  when  you  will  have  to  pay  for  selling 
them  That  means  that  the  bank  got  less  than  dollar  fear  dollar  on  the  D<mds.  How- 
ever the  fellows  who  borrowed  underthe  sectrnd  bond  sale,  which  did  not  vnxy  any^ 
wh^  near  a  half  of  1  per  cent,  got  their  money  for  half  of  1  per  cent  less  than  the 
t^ovm  imder  the  first.  The  onlv  way  you  can  equalize  that  is  to  divide  them  into 
classes    If  that  had  been  done  in  the*  Februar>^  class,  that  class  M  ould  have  

Mr.  Stevenson.  In  other  words,  the  profit  to  be  made  on  the  sale  goes  to  the  people 
who  borrowevl  that  money? 

Mr.  Manson.  Yes. 

Mr.  Stevenson.  So,  if  they  paid  a  higher  rate — -  ,    ,    .  „         ^     .    *  i 
Mr.  Manson.  They  get  it  back;  it  is  not  split  up  with  the  feUoWB  who  give  a  lower 
rate  of  interest  as  a  result  of  the  bonds  selling  at  par. 
Mr.  Stovbnson.  I  see  the  point. 

Mr.  Manson.  For  instance,  another  thing,  under  such  a  law  as  that  you  could 
reduce  yourmai^.  You  could  loan  the  proceeds  of  4h  per  cent  bonds  if  you  wanted 
to  without  anv  injustice  to  fellows  payinp;  in  a  margin  of  1  per  cent.  Until  you  do 
develop  them  into  classes,  you  can  not  reduce  that  margin  of  1  per  cent  without  doing 
injustice  to  those  who  are  already  borrowers. 

Mr.  Stevenson.  Isn't  that  a  matter  of  regulation  by  the  board? 

Mr  Manson.  I  do  not  think  they  are  aumorlzed  to  do  that  under  existing  law. 

Mr!  WiNGO.  Don't  you  think  there  is  this  one  feature  that  must  have  app^red; 
tiiat  it  is  to  Hie  advantage  of  the  borrowers  and  the  farmers  whether  they  are  m  the 
system  or  not  to  see  that  rate  is  gradually  reduced  as  ilie  experience  of  the  board 
Aows  that  the  system  can  be  successfuUv  operated  with  the  reduction? 

Mr.  Manson.  To  do  that  with  justice  to  those  already  in,  you  must  separate  them 
into  classes  and  ^ive  them  the  benefit  of  the  earnings  on  the  stock;  there  is  an  agitation 
in  the  Omaha  district  to  reduce  the  interest  to  5  per  cent. 

Mr.  WixGO.  Why  is  that;  on  accoimt  of  excessive  dividends? 

Mr.  Manson.  No;  they  are  able  to  do  it  out  tiiere. 

Mr.  WiNQO.  Theit  dividend  rate  shows  they  are  aMe  to  do  it? 

Mr.  Manson.  Yes.  ,      ^  ,  ^  i. 

Mr.  Strong.  They  have  reached  the  pomt  and  made  an  accumulation;  they  have  a 
class  dividend  and  special  dividend,  have  they  not? 

Mr.  Manson.  Their  net  earnings  warranted  it.  i      •    i,    *  i 

Mr.  Strong.  They  say  they  can  without  any  question  reduce  it;  that  is  the  judg- 
ment of  those  insisting  on  it?  .  .        ,-1  1 

Mr  M  \NsoN.  Yes;  but  if  they  did  it  under  existing  law  it  would  mean  a  new  class 
of  borrowers  are  brought  into  the  system  who  only  contribute  half  as  much  to  the  funds 
out  of  which  the  dividends  are  paid  as  the  fellows  already  in,  but  he  would  participate 
in  the  fund  the  same  as  tiie  fellow  already  in.  You  can  amend  the  act  so  that  when  a 
stock  is  retired  it  shall  be  retired  at  the  book  value  of  the  stock  and  divide  it  mto 
daases  and  then  credit  each  class  to  the  extent  of  the  earnings  of  that  class. 

I  want  to  suggest  that  the  provision  increasing  the  limit  be  amended  by  adding  the 

" Pwvided,  That  no  loan  exceeding  $10,000  shall  be  made  by  any  Federal  land  bank 
unless  such  bank  at  the  time  of  closing  said  loan  shall  have  on  hand  available  lOT 
loaning  sufficient  funds  to  cover  aU  pending  applications  qualified  under  the  pro- 
visions of  the  Federal  farm  loan  act  for  loans  under  $10,000." 

In  oth«  words.  I  am  in  favor  of  an  increase  in  the  limit,  but  not  at  the  expense  of 
the  small  boirower,  and  if  the  limit  is  to  be  incieaeed,  I  want  the  amaU  borrower  to  be 

'^'mt.^^Wingo.  Don't  you  think  there  ought  to  be  a  further  amendment  to  that  so  as 

to  put  a  limit  on  some  specific  amount? 

Mr.  Manson.  I  do.  i_    •    *  aaa« 

Mr  WivGO.  You  understand  the  board  might  authorize  $100,000?  ^  -x 

Mr.  Manson.  I  am  afraid  it  is  going  to  hurt  the  bonds  unless  there  is  am  coact 
fixed 
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Mr.  WiNGo.  Aside  from  that,  whatever  limit  is  fixed  is  only  to  be  fixed  by  legisla- 
tive enactment,  clear  and  specific? 

Mr.  Manson.  Yes.  .     ^  i. 

Mr.  WiNGo.  If  you  are  going  to  make  it  $15,000,  say  so;  li  you  are  going  to  make  it 
$20,000,  say  so;  if  you  are  going  to  make  it  $26,000,  say  so  ,  -       .  .  ^i. 

Mr.  Makson.  The  difference  between  this  sjrstem  and  the  joint  stock  is  that  m  the 
joint  stock  they  are  financed  by  private  capital  and  they  are  dealing  with  their  own 
moneyi  and  in  this  instance  it  is  morew  less  of  a  trusteeship,  no  matter  how  the  direc- 
tors are  elected.  . 

Mr.  WiNGO.  The  suggestion  has  been  made  that  you  make  the  maximum  ot  tne 
Federal  land  bank  the  Tninimiim  of  the  joint-stock  land  bank;  what  do  you  thmk 

of  that?  ,  ,    , ,     ,  •  ^ 

Mr.  Manson.  The  best  way  to  relate  the  jomtwstock  land  bank  is  by  active  com- 
petition.  I  do  not  believe  any  busmess  can  succeed  if  it  is  being  hampered  bv  legis- 
btion.  There  is  a  great  deal  of  agitetion  for  the  regulation  of  the  joinfr^rtock  land  bank 
I  believe  that  if  you  permit  competition  to  these  banks,  tibat  the  competitum  itself 
will  be  all  tiie  regulation  that  is  necessary.  , 

Mr.  WiNGO.  I  do  not  know  what  you  mean  by  ''all  the  regulation  that  is  necessary. 
You  understand  the  competition  between  these  two  banks  is  different  from  the  com- 
petition between  two  commercial  banks  on  opposite  corners  of  the  street. 

Mr  Manson.  The  competition  is  this:  To  give  you  an  illustration,  Senator  Borah 
introduced  a  bill  to  limit  the  profits  on  joint-stock  land  bank  stock  to  6  per  cent. 
I  believe  tiiat  the  jointrstock  land  bank  hasserved  a  most  useful  purpose;  it  has  brougnt 
nearly  $200,000,000  to  the  aid  <rf  agriculture.  r  i.  • 

I  l>elieve  the  enactment  of  such  legislation  as  that  would  put  it  out  of  business 
because  it  could  not  sell  its  stock,  and  if  it  could  not  sell  its  stock  it  can  not  continue 
to  issue  bonds.  It  can  only  issue  bonds  up  to  fifteen  times  its  stock.  On  the  other 
hand,  you  can  regulate  the  profits  of  the  joint-stock  land  bank  by  having  it  compete 
with  the  Federal  land  bank,  and  if  the  Federal  land  bank  lii  going  into  the  field  of 
making  larger  loans,  the  joint-stock  land  bank  has  to  meet  that. 

Mr.  WiNGO.  On  the  other  hand,  they  are  liot  authcnized  under  tlie  law  to  go  out 
and  bid  aeainst  each  other  iu  file  only  way  bids  can  be  made,  in  the  rate  of  mteieet. 
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Mr.  Manson.  I  beg  your  pardon,  Mr.  Wingo.  Joint-stock  land  banks  have  a  maxi- 
mum fixed.  It  could  not  exceed  1  per  cent  in  excess  of  the  bond  rate  nor  6  per  cent. 
But  it  can  loan  its  money  just  as  cheaply  as  it  sees  fit.  If  the  Fed^  bank  is  so 
operated  that  its  borrowers  are  receiving  thrir  dividends  directly  or  mdireOTy  m  tbe 
way  that  I  have  outlined,  why,  they  are  getting  certain  advant^es.        ,  .  ^ 

Mr.  Wmoo.  You  gave  the  ans^r  tiiat  I  thought  I  would  get.  You  think  then, 
as  a  logical  conclusion,  if  you  permit  them  to  compete  in  a  certain  zone,  that  sooner 
or  later  the  Federal  land  banks  in  order  to  get  business,  vdW  cut  their  interest  so  low 
that  then  the  joint-etock  land  banks  will  cut  down  their  interest  rate  in  order  to  get 

the  business.  _        ^  .  t    ^  a  ^\ 

Mr.  Manson.  I  do  not  have  the  same  conception  of  mterest  xn  case  of  a  IJeaerai 
land-bank  loan  that  you  have.  I  am  not  concerned  with  the  mtes  chafed  on  the  nuH*- 
gage  if  they  will  give  the  borrowers  the  benefit  <rf  tihe  eainmgs.  I  would  ramer  see 
them  continue  at  the  present  rate  if  they  will  give  the  fermer  the  heim  of  me  earn* 
ings  because  it  means  he  is  amortizing  his  loans  faster. 
Mr.  WiNGO.  Do  you  think  the  competition  is  going  to  force  that? 

Mr.  Manson,  I  think  so.  ,       ,^  ,  r  i,  -  u 

Mr.  Wingo.  How?  What  will  be  the  economic  feature,  the  selfish  feature  which 
will  force  it;  that  is  always  the  result  of  competitive  effort.  ^     .  v 

Mr.  Manson.  If  some  provision  is  made  so  the  farmer  gets  the  benefit  of  the  tim- 
ings he  gets  his  money  at  actual  cost— the  borrower  from  the  Federal  does.  Now, 
then,  if  the  joint  stock  is  going  to  continuo  in  business,  it  will  have  to  meet  that. 
There  are  some  people  who  win  ^pK^  to  pay  the  joint  stock  more  llian  it  would  cost 
in  the  Federal  because  they  are  not  required  to  use  any  xxnrtion  of  the  mone\  to  buy 
stock.  The^r  ^t  tiie  full  amount  of  the  toaa;  anothw  advantage  is  that  the  borrower 
assumes  no  liability  of  loss.  .  ,  ^.^1.1 

Mr.  Wingo.  If  the  Federal  land  bank  system  is  conducted  according  to Uie  original 
philosophy,  it  is  not  a  profit-making  institution? 

Mr.  Manson.  No.    .    ^  . . 

Mr.  Wingo.  Then  it  will  be  a  phvsical  impossibxhity  kft  a  private  money-malang 
institution  like  the  joint  stock  land  bank  to  ctmipete  wi&it. 
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Mr.  Manson.  Not  neceasarily.  In  Germany  you  have  both  systems,  which  have 
existed  150  years.  The  reasonis  this:  Some  prefer  when  they  make  a  loan  to  know  how 
much  they  are  going  to  pay;  they  are  going  to  pay  certain  interest,  and  they  do  not 
expect  to  get  back  any  rebate  in  the  shape  of  dividends;  and  they  do  not  want  to  incur 
any  liability.    There  are  some  people  who  do  not  want  to  go  into  cooperative  schemes. 

5lr.  WiNGO.  The  only  difference  then  if  the  joint  stock  land  banks  made  a  profit 
and  the  Federal  land  banks  ran  at  actual  cost,  the  only  benefit  to  the  man  choosing 
betweon  the  land  bank  and  the  joint  stock  bank  will  be  the  q^uestion  of  the  stock 
subscription  and  the  liability. 

Mr.  .\L\NSON.  1  do  not  think  there  is  

Mr.  WiNQO.  Is  th^  any  other? 

Mr.  Manson.  I  do  not  koow. 

Mr.  WiNOO.  Can  you  concdve  <^  any  other? 

Mr.  Makson.  No. 

Mr.  WiNGO.  I  am  not  asking  in  anv  argumentative  way;  in  other  words,  I  wa&t  to 
get  all  the  elements  you  have  to  coaaxder. 

Mr.  Manson.  Yes. 

Mr.  WiNGO.  If  that  be  true  in  theory  as  well  as  in  pfactice,  there  can  not  be  any 
competition  in  the  sense  the  word  is  wed  that  will  be  oen^cud  to  the  farmer. 
Mr.  Manson.  No.  There  will  be  some,  I  think. 

Mr.  Wmoo.  Don't  you  think  that  if  you  will  follow  the  question  of  competition  to 
logical  conclusion  the  joint  stock  land  bank  would  do  what  its  proponents  ong»m!^Y 
intended,  eat  up  the  f  ederal  land  banks  and  drive  them  out  of  existence? 

Mr.  Manson.  No,  indeed.  I  believe  that  if  these  two  systems  were  permitted  to 
function  without  having  a  brake  on  either  one  of  them,  that  both  would  go  along,  each 
in  its  own  field.  For  instance,  there  are  some  men  who  are  perfectly  willing  to  buy 
stock  and  assume  the  liability  of  loss  in  order  to  get  cheaper  money.  There  are  ouer 
men  who  would  rather  pay  a  little  more  interest  without  aesuming  any  such  JiabiUty. 

Mr.  WiNGO.  I  can  follow  you  thero;  you  are  in  the  selective  field  and  not  the 
otdiiiary.  There  are  only  two  features;  the  one  in  question  you  have  just  raised,  the 
ceUeetive  feature,  md  the  other  is  the  amortization  featm-e,  and  it  is  the  only  strong 
argument  to  my  mind  that  has  ever  justified  the  joint  stock  land  bank,  that  the 
Federal  land  bank  and  the  joint  stock  land  bank  operating  singly  and  soundly  can  not 
meet  the  needs  of  American  agriculture,  and  you  need  both. 

Mr.  Manson.  That  is  it.  ,      *    .  •  x  _l  ■ 

Mr.  WiNGo.  And  that  is  the  only  areument  I  have  ever  seen  that  the  }<uut«tock 
land  bank  should  be  supounposed  on  me  otiier. 

Mr.  MAH80K.  Yea.  *      xt_  • 

Mr.  WxNGo.  Boee  not  that  dispose  di  it,  haviug  tlie  miiTOnmn  of  one  the  minimuffl 

of  the  other?  ,       ,  j 

Mr  Manson.  Well,  personally,  I  come  from  a  country  where  the  ordinary  economic 
farm  unit  represents  an  investment  of  about  $50,000.  The  economic  farm  unit  is 
160  acres  of  land  and  it  is  a  cold  country.  With  the  proper  buildings  for  the  opera- 
tion of  a  dairy  farm  the  investment  wdl  represent  about  $50,000.  P«»onaUy,  1  can 
not  see  any  reason  why  the  farmers  who  have  to  cany  that  kind  of  an  investment 
Bhould  not  have  the  opportunity  to  go  into  a  cooperative  institution  aich  as  this, 
or  Bodi  as  this  is  supfMsed  to  be,  if  they  desire.  Personally,  if  I  were  to  borrow 
1^,000  I  would  rather  borrow  f25,000  at  5  per  cent  interest  with  no  expectation  of 
ever  getting  back  a  oeat  than  I  would  to  amune  the  liability  of  losing  10  per  cent 

of  that  or  $2,500.  _    ,        ,  .   i.-     ^  i 

Mr  WiNGO.  That  is  the  very  point  I  am  making.  Don't  you  know  that  ultimately 
the  public  will  come  to  the  conclusion  that  it  is  better  to  go  into  the  jomt-stock  tend 
bank-  the  larger  borrowers,  then,  if  you  permit  them  to  go  into  the  c5ompetitiye  field 
of  th4  smaUer  intermediate  ereditfr-that  is,  $8,000,  $10,000,  or  $12,000  and  along 
in  there--4liat  it  wiU  maaa  5)iie  w  the  othw  wm 

yona  reach  the  aatuiatiiin  point. 

Mr.  Manson.  That  has  not  been  the  experience  in  Europe. 

Mr.  WiNGO.  There  has  been  no  experience  in  Europe  that  is  comparable  to  ours, 
because  everything  is  different.    What  is  the  average  farm  in  France? 
Mr.  Manson.  I  should  say  about  10  acres. 

Mr.  WiNGO,  There  is  quite  a  difference  between  that  and  160  acres. 

Mr.  Manson.  That  is  true.  .  . 

Mr.  Wmoo.  Also  a  difference  in  custom,  laws,  acieage,  crops,  marketing,  and 
everything.  There  is  no  more  a  comparison  of  Fiaiace  and  tiie  S^mea  of  Amewca 
^an  there  is  between  a  Congressman  and  a  bishop. 

Mr.  Manson.  I  think  the  amount  is  a  point  of  indi\adual  preference. 

Mr.  Wuioo.  Have  you  toiuched  on  the  centra-bank  proposition? 
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Mr.  Mamsok.  No;  I  have  not  yet,  imi  I  would  just  as  soon  lUaeuss  tJiat 

Mr.  WiNOO.  Do  you  favor  that? 

Mr.  Manson.  Not  in  the  bill  as  drawn. 

Mr.  WiNGO.  Do  you  favor  a  central-bank  scheme  of  an\-  kind? 
Mr.  Manson.  I  think  it  might  be  useful;  whether  it  would  justify  the  additional 
expense,  I  do  not  know. 
Mr.  Strong.  A  monarchy  might  be  useful,  but  it  has  its  drawbacks  which  make 

men.  prefer  a  republic* 

Mr.  Manson.  The  bill  provides  that  alt«r  the  directors  of  a  Federal  land  bank  have 
determined  that  it  is  necessary  to  issue  bonds  because  of  the  demand  in  their  district, 
they  apply  to  the  Farm  Loan  Board  for  authority,  the  same  as  they  do  now.  After  the 
Eann  Loan  Board  has  authorized  the  issue,  this  bill  authoinzes,  but  does  not  require, 
the  central  bank  to  issue  the  bonds.  In  other  words,  instead  of  going  through  two 
operations  you  have  to  go  through  three.  The  directors  of  the  central  land  banks  are 
the  presideiatsof  the  different  banks.  After  the  directors  determine  the  requirements 
of  their  district  requiring  Ihe  issuance  of  bonds  they  go  to  the  Farm  Loan  Board.  It 
seems  to  me  that  is  sufficient.  Under  this  bill  any  seven  durectois  representing  any 
of  the  12  banks  can  tell  the  Omaha  district,  for  instance,  how  much  they  shall  get, 
and  I  do  not  believe  in  any  such  centralization  of  authority  as  that.  I  think  the 
directors  of  each  bank  should  havo  authoritv  to  issue  the  bonds  in  accordance  with, 
the  needs  and  demands  of  their  own  district. 

Mr.  WixGo.  Subject  to  the  approval  of  the  board. 

Mr.  Manson-.  Subject  to  tlie  aj^proval  of  the  board,  and  I  think  that  appro^  of 
the  board  should  go  to  the  character  of  the  security.  In  other  words,  I  do  not  tiimk 
that  Hie  bMrd,  a  governmental  body,  should  be  diaiged  with  the  bumness  function 
of  determining  when  bonds  should  be  issued. 

Mr.  WiNGO.  Let  me  get  that;  you  think  Ae  question  of  when  the  bonds  should  be 
issued,  as  lon^  as  they  comply  with  the  requirements  of  the  law  and  the  regulations 
of  the  board,  is  a  question  of  business  judgment  for  the  directors  of  the  banks? 

Mr.  Mansok.  Absolutely. 

Mr.  WiNGo.  And  the  only  function  of  the  board  should  be  to  see  that^the  law  is 
followed  with  reference  to  the  character  of  the  paper  and  the  other  limitations? 

Mr.  Manson.  Yes,  sir;  the  board  already  has  machinery  in  operation.  No  loan 
can  be  made  by  a  Federal  land  bank  without  the  approval  of  the  appraiser  who  is 
appointed  by  the  board.  When  a  bank  applies  for  authority  to  issue  bonds,  the  ques- 
tion b^ore  the  board  ebould  be  whether  or  not  there  are  any  mortgages  offered  as 
security  which  have  not  been  properly  approved  by  the  appraiser;  whether  or  not 
the  law  has  been  complied  with  in  all  particulars.  I  do  not  think  that  they  should 
be  given  any  judsrment  as  to  when  the  farmers  of  the  Omaha  district  or  the  Wichita 
district  need  mones'. 

Ml*.  WiNGu.  This  argument  is  made  in  answer  to  that;  that  there  is  a  value  in  hav- 
ing one  joint  issue;  in  other  words,  pooling  the  credit  of  all  into  one  Cfedit;  is  that 
sound? 

Mr.  Manson.  I  do  not  think  so. 

Mr.  WiNOO.  If  the  committee  should  decide  that  there  was  virtue  in  that,  that 
there  was  an  advantage  of  pooling:,  and  have  one  central  issue  and  allot  the  proceeds 
to  the  bank,  then  the"  content  ion  is  made  that,  with  the  pooling  ol  the  issue  and  the 
responsibility,  then  the  head  of  each  of  the  banks  has  some  say  so  on  all  these  issues. 
In  other  words,  does  not  the  collective  restraint  and  supervision  of  all  naturally 
follow  whenever  you  undertake  to  have  a  collective  issue  with  a  collective  liability7 

Mr.  Manson.  That  is  probably  true. 

Mr.  WiNGO.  Isn^t  it  true  in  theory? 

Mr.  Manson.  In  theory,  yes. 

Mr.  WiNGO.  Isn't  the  choice  referred  to  the  committee  as  to  whether  or  not  you 
will  have  a  joint  issue  or  separate  issues;  if  you  are  to  have  joint  issues  then  the  ques- 
tion is  what  is  the  proper  machinery  for  that.  Will  you  have  separate  banks  or  a 
separate  bureau  or  the  board  or  as  it  is  doing  now?  If  you  are  going  to  have  a  joint  issue, 
that  first  question  decided,  you  will  have  a  joint  issue,  or  an  individual  issue;  thw, 
a  you  have  a  joint  issue,  what  particular  agmcy  will  you  have  to  make  that?  Assume 
the  committee  decides  it  is  proper  to  have  a  joint  issue,  what  agency  would  be  tibe 
jnoper  agency  to  make  it? 

Mr.  Manson.  I  think  the  agencv  here  is  the  proper  one.  I  think  that  if  you  are 
going  to  have  poolings  made,  no  better  plan  could  be  worked  out  than  having  it 
governed  by  the  presidents  of  the  banks.  I  think,  however,  the  idea  is  fundamen tally 
wrong.  I  think  one  of  the  purposes  in  creating  the  Federal  farm  loan  system  was  to 
give  the  farmer  the  means  of  getting  into  the  money  market  himself,    I  do  not  think 
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it  was  contemplated  that  the  Government  wftB  goin^  into  the  lending  business.  The 
only  reason  the  Government  ever  put  any  money  m^to  iJxe  banks  was  to  prime  the 
system  as  you  would  prime  apump»  and  it  was  intended  that  after  it  had  been  started 
it  would  be  financed  by  tlie  capilal  of  the  borrowers.  My;  point  is  this:  I  think  that 
the  principal  value  of  cooperative  control  of  this  system  is  the  right  to  say  when  it 
shall  function.  There  are  two  dangers  I  can  see  in  perpetuation  of  Government 
control.  Not  casting  any  reflections  on  any  members  of  the  present  board,  it  is  well 
known  that  it  is  easier  to  handle  4  than  it  is  4,600.  I  believe  that  had  the  banks 
been  administrated  by  directors  who  could  have  gone  to  the  Farm  Loan  Board  and  said, 

We  are  elected  by  the  associations;  our  associations  want  money;  the  farmers  need 
it;  we  want  to  issue  bonds  and  we  are  goin^  to  issue  bonds,  and  h^  are  our  securities^ 
I  do  not  thbik  you  would  have  had  me  lae  up  you  did  have  for  over  a  year.  I  thmk 
had  the  directors  been  elected  by  the  associations  they  would  have  been  responsive 
to  the  demand  of  the  associations  for  moneys  and  that  d^ooand  was  tremendous* 
You  were  not  here  when  I  mentioned  it. 

Mr.  WixGO.  Is  there  anything  in  this  suggestion,  and  it  is  comparable  to  your 
Federal  reserve  system;  the  directors  of  a  mercantile  bank  or  a  national  bank  decide 
whether  or  not  they  will  make  loans,  and  it  is  contended  by  a  lot  of  us  that  when 
members  of  the  1^  ederal  Keserve  Board,  through  the  Federal  reserve  banks,  under- 
take to  tell  the  local  banker  what  should  be  the  volume  of  his  business,  tlmt  was 
invading  his  prerogative;  that  the  only  function  d  the  supervisory  control  is  when 
the  Government  or  the  collective  organization  became  liable  by  issuing  Federal 
reserve  notes  or  making  rediscounts  to  banks. 

Mr.  Manson.  That  is  it. 

Mr.  WiNGO.  Sui^pose  you  have  that:  the  election  of  the  directors  by  the  farm  loan 
associations,  the  n  have  you  not  still  got  and  isn't  it  the  contention  of  the  proponents  of 
the  bill,  that  you  have  the  same  supervisory  control  where  there  comes  an  issue  of 
bonds  that  the  Federal  reserve  system  has  over  the  private  banks  of  the  Nation.  I 
am  not  adopting  the  argument;  I  have  an  imswer  to  it,  but  I  WMit  yours*  Your  con- 
tention is  mat  you  want  Uiem  to  elect  the  directors,  but  you  would  let  the  directors 
of  the  banks  themselves  say  how  much  rediscoimts— to  use  a  homely  expression — it 
is  intended  by  the  opponents  of  this  bill,  and  your  contention  is  that  you  give  to  the 
borrowers  through  their  directors  a  right  which  would  be  com}>arable  to  giving  the 
banks  of  the  Federal  reserve  system  the  right  to  say  to  the  Fedc^ral  bank  that  "you 
make  us  rediscount  absolutely  on  our  say  so."  How  are  you  going  to  answer  that 
argument? 

Mr.  M ANSON.  My  answer  is  this:  That  the  Federal  reserve  system  issues  notes 
which  pass  as  currency  while  tiie  Ixmds  have  to  go  onto  tiie  marset  and  be  sold.  It 
is  entirely  different.  I  believe  that  the  very  purpose  of  requiring  the  farmer  to  fur- 
nieli  the  capital  and  assume  the  risk  of  loss  was  to  give  him  the  machinery  whereby 
he  could  get  into  the  money  market  with  his  securities,  and  it  is  not  a  question  of 
inflating  a  medium  of  exchange:  theso  bonds  are  a  permanent  investment  and  not  a 
medium  of  exchange;  it  is  an  entirely  different  situation. 

Mr.  Stevenson.  And  not  redeemable  by  the  United  States  Government. 

Mr.  Man.son.  No:  not  redeemable  by  the  United  States  Government? 

Mr.  WiNGO.  I  think  that  is  a  good  argument. 

Mr,  Manson.  I  just  want  to  call  your  attention  to  what  happened  to  the  February 
bond  issue  to  show  you  one  reason  why  I  am  opposed  to  the  centralization  at  author- 
ity. The  February  bond  issue  amounted  to  1^.79  per  cent  at  the  amount  of  appli^ 

cations  on  hand  in  the  banks  on  that  date, 
Mr.  WixGo,  Approved  applications? 

Mr.  M  AN'sox.  Applications  forwarded  by  farm  loan  associations  with  their  approval. 

Mr.  WiN'Go.  Not  approved  bv  the  bank? 

Mr.  Manson.  Not  approved  by  the  banks.  The  Springfield  Bank  got  117  per  cent 
of  the  amount  of  applications  they  had  on  file;  Baltimore  Bank  got  51  per  cent;  the 
Columbia  Bank  got  26  per  cent;  Louisville  got  70  per  cent;  the  New  Orieans  Bank 
got  63  per  cent;  the  St.  Louis  Bank  got  44  per  cent;  the  St-  Riul  Bank  got  119  per 
cent;  the  Omaha  52  per  cent;  the  Wichita  Bank  57  per  cent;  the  Houston  Bank  77 
per  cent;  the  Berkeley  Bank  39  per  cent;  and  the  Spokane  Bank  53  per  cent- 
Mr,  WiNGO.  On  what  theory  and  basis  was  that  distiibution  made? 
Mr.  Maxsox.  I  have  not  the  least  idea.  Mr.  Lever  appeared  ])efore  the  committee 
and  offered  no  explanation  of  it  except  it  was  their  judgment.  I  believe  this,  that  the 
farmer  having  furnished  the  capital  for  this  system,  having  assumed  the  less,  ought  to 
be  permitted  to  have  it  function  in  accordance  with  the  needs  of  the  district  in  which 
the  bank  is  located,  and  that  a  bank  located  near  New  York  in  an  old  community 
where  there  is  a  lot  of  money  ought  not  to  be  able  to  say  to  the  bank  located  down 
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here  at  Columbia,  *'*  We  want  a  good  share  of  this  money  and  you  take  26  per  cent 
we  will  take  117  per  cent  of  the  amount  of  applications  we  have  on  file." 

If  this  system  is  to  serve  its  purpose,  it  has  to  respond  to  the  d^nsmds  of 
agriculture. 

You  take  araiboad  company;  it  is  big  enough  bo  that  it  can  go  into  the  money  market 
with  its  b<Mid  issues  whenever  it  pleases.  It  has  to  go  to  the  Interstate  (  ommerce 
Commission  and  have  its  bond  issues  approved  as  to  the  purposes  of  the  loan  and  as 
to  the  security  behind  it,  but  when  the  purpovses  of  the  loan  have  been  ascertained 
by  the  Interstate  Commerce  Commission  to  be  legitimate  and  the  security  adoquale, 
nobody  can  say  to  that  railroad  company,  *'You  can  not  go  into  the  market  now  I  ecause 
some  other  railroad  company  wants  the  money." 

^\Tiat  is  true  of  a  railioad  company  is  true  of  every  public  utility.  They  must  go  to 
commissions  establiibed  by  tiie  State  ^vemments,  who  examine  their  issues  for  the 
purpose  of  ascertaining  if  the  public  is  going  to  be  fleeced,  or  whether  or  not  they 
are  watering  their  stock,  but  when  those  matters  have  been  decided  they  are  at  per- 
fect liberty  to  go  into  the  money  market  whenever  they  please  and  to  whatever 
extent  tlioV  please.  Farming  is  one  of  the  things  that  can  not  be  syndicated;  it  is 
not  econouiicallv  carried  on  in  any  larger  than  certain  given  units,  and  the  farmer  is 
not  able,  with  the  kind  of  a  loan  he  wants,  to  get  into  the  money  market  as  an  indi- 
vidual. I  can  not  see  any  reason  why  on  earth  he  should  be  taxed  10  per  cent  to 
finance  this  system  unless  it  was  tiiought  he  mig^t  be  independent;  unless  it  was 
thou^t  he  might  have  tiie  control  of  the  madmiay  in  hia  own  hands  ieat  the  piBipoae 
of  getting  into  the  money  market  himself* 

Mr.  Stevenson.  That  represents,  on  the  average  loans  made  by  the  Federal  land 
banks  this  last  year,  a  liability  of  jSOO  on  each  stockholder? 

Mr.  Manson.  That  is  it. 

Mr.  Stevenson.  Each  stockholder  having  $150  is  liable  to  $150  more? 
Mr.  Manson.  That  is  right. 

Mr.  Appleby.  On  your  allotment  to  the  different  districts  you  stated  that  Spnng* 
field  got  117  per  cent? 
Mr.  Makson.  Yes. 

Mr.  Appleby.  How  much  does  that  mean  in  numey? 

Mr.  Manson.  Three  million. 
Mr.  Appleby.  And  Tolumbia? 
Mr.  Manson.  They  got  20  per  cent. 
Mr.  Appleby.  How  much  in  money? 
Mr.  Manson.  $7,250,000. 

Mr.  Appleby.  Could  they  take  any  more  at  Columbia  than  they  got? 

Mr.  Makson.  I  do  not  mow  about  that.  Personally,  I  do  not  helieve  it  was  exet 
intended  that  this  system  should  have  any  limit  on  its  capacity  for  business.  I  have 
never  heard  of  a  life  insurance  company  that  turned  down  an  implication  lor  a  policy 

on  the  ground  that  it  had  more  business  than  it  could  do. 

Mr.  Appleby.  Don't  you  think  it  gets  back  more  or  less  to  the  community  which 
has  the  surplus  money  in  the  banks  to  take  over  the  issue? 

Mr.  Manson.  That  was  not  the  case  at  St.  Paul. 

Mr.  Appleby.  It  was  the  case  at  Columbia,  wasn't  it? 

Mr.  Manson.  I  know  of  no  limitation  in  the  law  on  the  amount  of  buainesB  Ihey 
coidd  handle.  It  seems  to  me  that  if  the  management  of  the  banks  had  any  concep- 
tion of  the  problem  before  them  they  could  so  oi^anize  the  bank  that  they  could 
handle  it.  It  seems  the  neck  of  the  bottle  is  the  capacity  of  the  directors  to  do  busi- 
ness, and  at  the  same  time  your  very  bill  provides  for  the  reduction  of  the  number 
of  directors. 

Mr.  CooPEH.  Don't  you  happen  to  know  that  no  Federal  land  bank  has  ever  dm'ing 
any  month  been  able  to  close  more  than  $3,000,000? 
Mr.  Manson.  I  know  none  have  closed  with  more. 

Mr.  Cooper.  You  know  that  there  are  three  m^bers  of  the  executive  committee? 
iSr.  Manson.  Yes;  you  can  have  three  executive  committees  if  you  have  nine 
directors. 

Mr.  Cooper.  Xo;  under  the  present  law  we  can  not,  hut  those  are  the  physical 
effects;  the  bank  is  limited  in  its  physical  aljility  to  examine  and  approve  the  loans. 

Mr.  Manson.  My  siig,2:estion  in  that  connection.  Mr.  Cooper,  is  this:  If  you  want  to 
do  away  with  tlie  red  t'ape,  why  if  that  is  the  pla^-e  where  the  limitation  is,  do  away 
with  it  there.  If  these  applications  must  be  passed  upon  by  directors,  it  istrikes  me  as 
peculiar  that  the  board  should  come  before  Congress  and  ask  to  have  the  number  of 
directors  provided  by  law  reduced  when  at  the  same  time  they  claim  it  is  the  capacity 
of  the  directors  to  handle  the  work  that  places  the  limit. 

Mr.  Cooper.  Don't  you  know  the  directcm  do  not  pass  oa  tiie  loans,  but  the  exec- 
utive committee  does? 
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Mr.  M.vxsoy,  If  that  be  true,  it  would  seem  a  very  simple  ameudmeiit  to  provide 
for  increasing  the  size  of  the  executive  committee. 
Air.  Cooper.  Yes. 

Mr.  Manson.  I  would  make  it  a  committee  of  the  whole  and  di\dde  it  into  sub- 
committees. I  do  not  think  I  would  permit  a4hing  of  that  sort  to  interfere  with  its 
functioning.  The  fact  that  twelve  banks  were  created — it  was  int^ided  that  they 
should  tsie  care  of  the  work  that  was  to  be  done. 

Mr.  Cooper.  In  the  various  districts. 

Mr.  Mansok.  Yes. 

Mr.  ArPLEHV.  Proceed  with  your  subject. 

Mr,  Mansox.  And  that  gives  rise  to  another  objection  I  have  to  this  bill,  in  that  it 
reduces  the  number  of  directors,  and  I  speak  about  it  for  the  feasom  advanced  by 
Mr.  Cooper  IftuBkt  the  loans  must  be  passed  upon  by  men  who  are  membecs  of  tiie  boaid 
of  directors. 

Mr.  Cooper.  Or  the  executive  committee;  office  of  the  bank,  not  the  directors. 

Mr.  Mansok.  Then,  I  would  amend  that. 

After  a  ei'oat  deal  of  effort  there  has  been  a  market  oRtablished  for  these  bonds,  a 
market  that  at  the  present  timo  is  absorbing  these  bonds  as  fast  as  they  are  offered. 
Whether  or  not  the  scheme  of  making  loans  without  indorsement  is  a  better  scheme 
than  the  present  scheme  of  making  only  indorsed  loans,  is,  at  least,  a  different  plan, 
so  that  the  bond  fliat  goes  into  liie  market  is  a  different  security,  backed  by  di£t»ent 
collateral.  Whetiier  ttmt  collateral  is  as  good  at  not,  it  is  differrat,  at  least,  and  that 
means  that  the  present  market  which  has  been  created  for  this  security,  backed  by 
indoT^^ed  loans,  will  not  necessarily  be  the  market  for  the  new  security  that  will  be 
offered  if  this  bill  becomes  a  law.  '  I  believe  that  the  security  behind  the  new  bond, 
or  Ifchiud  the  ])ond  that  will  be  issued,  if  this  bill  ])ecomos  a  law.  is  not  as  good  a 
security'  from  the  standpoint  of  the  investing  public  as  the  existing  security.  _It  is 
said  tliat  the  onlv  seciuity  behind  them  is  the  farm  mortgage  or  the  double  fiability; 
that  will  be  there  whether  the  loan  is  made  director  through  the  farm  loan  association. 
It  is  different;  the  double  liability  of  an  indoreer  is  a  liability  to  pay  wiien  the  mor^jage 
or  interest  becomes  due.  ' 

Mr.  GoLDSBORouGH.  How  often  have  they  bee®  called  upon  to  make  good? 

Mr.  Mansok.  In  what  way? 

Mr.  GoLDSBOROUGH.  In  the  last  five  years  have  any  of  them  been  called  upon? 
Mr.  Manson-.  They  have  been  called  upon  in  this  way. 

Mr.  Stuoxg.  They  never  have  been  called  upon.  ^  ♦  ^ 

Mr.  :Maxsox.  I  have  had  instances  reported  to  me.  I  know  it  is  the  practice  of 
the  Federal  land  bank  of  Houston,  when  there  is  a  default  in  the  amortization  pay- 
ment and  interest,  to  hold  up  the  entire  dividend  of  that  assodation  to  give  them  an 
oppcnrtunity  to  remit.  If  the  association  does  not  make  good  on  that  default  within 
a  certain  period  of  timo  the  bank  deducts  that  amount  from  the  di\'idend  due  the 
association.  The  double  liability  of  a  direct  borrower  is  not  worth  a  continental  at 
the  time  the  pay  ment  is  due.  for  the  reason  that  if  he  can  not  pay  his  amortization 
pavment  and  int(n*est,  his  doui>le  liainlity  will  not  help. 
Mr.  GoLDSBOuouGii.  But  the  other  members  of  the  association  have  theur  double 

liabiUty?  '  t^: 

Mr.  Manson.  I  understand;  but  it  is  the  direct  borrower  I  am  talking  about.  It 
this  bill  becomes  a  law,  the  board  is  authorized  to  make  locms  without  the  associatim 

indorsement. 

Mr.  (tOldsborough.  I  understand  that. 
Mr.  Maxsox.  Under  the  existing  system  

Mr.  GoLDSBOROUGH.  In  what  percentage  of  the  total  business  of  the  ianu-loan 
system  that  has  veen  procured,  in  what  percentage  of  the  cases  has  the  individual 
borrower  been  called  upon  to  make  good  any  part  of  his  double  liability? 

Mr.  Manson.  I  do  not  think  he  has  ever  been  called  upon  to  do  it.  The  fact  of 
the  matter  is  that  in  the  case  of  a  direct  loan  without  indorsement  it  is  o^ly  the 
individual  dividend  payment  that  the  bank  could  look  tf),  while  under  the  present 
system  the  bank  could  look  to  the  di\  idend  due  all  the  borrowers  of  the  association. 
Now,  this  is  trro,  that  it  does  not  make  any  difleren(*e  how  good  the  security  is  Viehind 
the  bonds;  the  thini?  that  determines  their  value  and  salabiliiy  is  the  prompt  pay- 
ment of  interest  when  the  interest  is  due. 

Hr.  Strong.  Would  the  default  of  any  individual  affect  tiie  principal? 

lh\  Manson.  The  default  of  any  considerable  number  would. 

Mr.  SivoNo.  Do  you  apprehend  that  would  be  likely  to  happen?  '  * 

Mr.  Manson.  I  Imow  it  can  not  happen  under  the  present  system. 

Mr.  Stbong.  Do  you  think  it  might  under  any  system. 
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:Mr.  Manson.  It  miuht.  That  the  bondholder  now  knows  and  the  bond  house 
handling  the  b(»nd  knows  that  the  bank  has  a  means  of  enforcing  the  paymmt  through, 
first,  the  divided  due  the  aesociaticm;  second,  thioug^i  the  temres  of  tlie  assodar 
time  M^.  Cooper  testifted  thait  tJiese  reserves  and  tbe  surplus  amounted  to  nearly 
$800,000,  and  then  through  the  double  liability  of  the  stockholders  in  the  assoc  iation. 

Mr.  Stboxg.  You  do  seriously  believe  that  under  the  management  of  the  Federal 
Pann  Loan  System  either  tmder  the  present  bill  or  the  law  as  it  is,  that  there  will  be 
any  danger  of  the  default  liability  being  enforced? 

Mr.  Maxsox.  Oh.  yes,  I  do;  certainly,  I  do.  1  think  that  the  default  liability 
will  be  enfon  ed  in  many  instances  on  the  stock  held  in  the  associations. 

Mr.  Stroxg.  It  is  very  remote. 

Mr.  Mansok.  No;  I  do  not  think  it  is  very  remote. 

Mr.  Strong.  DKm't  yon  tbmk  that  tibe  bonding  houses  or  the  bond  buying  public 
look  to  the  fact  that  these  loans  are  made  on  farm  bonds  worth  double^the  amount  of 

the  loan? 

Mr.  Maxsov.  Certainly. 

Mr.  Sthox c .  And  the  supervision  by  the  Govermuenl  as  being  the  strongest  elCTient' 
of  the  security  they  buy? 

Mr.  Manhox.  When  you  talk  about  the  supervision,  I  believe  Mithout  the  legiti- 
mate government  supervision  you  could  not  sell  the  bonds  at  all.  On  the  oUier 
hand,  1  do  n»t  b^eve  that  the  Government  management  adds  anything  to  Hie  vnlne 
of  the  b<md,  and  I  am  su^Mrted  in  that  belief  by  the  facts.  The  law  now  provides  and 
always  has  provided  that  upon  the  termination  of  the  temporary  control,  the  bank 
shall  be  managed  by  boards  of  nine  directors,  six  of  whom  shall  he  selected  by  the 
association.  That  Temporary  control  ma}'  be  terminated  at  any  time.  It  is  depend- 
out  u])on  the  continuance  of  the  holding  by  the  Treasmy  of  <  <4-tain  farm  loan  l)onds 
purchased  by  the  Government.  Some  of  those  bonds  have  been— i)>42,000,000  have 
been  retired  already.  The  present  market  would  absorb  all  the  remainder  if  Congress 
would  permit  the  IVeasury  to  sell  Uiem.  No  bondholder  has  any  reason  to  beueve 
that  those  bonds  may  not  be  disposed  of  at  any  time.  Every  bondholder  who  has 
bou^t  a  Fedei-al  land  bank  b<md  has  bought  it  under  a  law  which  provides  lor  asso- 
ciation control  of  these  banks. 

My  opinion  is  that  instead  of  depending  upon  the  continuance  of  the  present  control 
throiiuh  the  farm  loan  hoard  tliat  inve.-?toi*s  realize  that  farmers  are  naturallv  conserva- 
tive.  and  have  bought  ihese  bonds  contemplating  that  within  a  short  time  the  system 
would  pass  into  agricultural  instead  of  political  control. 

Mr.  Stbono.  You  say   political  confaol?*- 

Mr.  Manson.  Yes;  I  say  it  advisedly. 

Mr.  Stboko.  It  mif^t  be  political  control  if  you  put  it  in  the  hands  of  farm  <»gani*^ 

zations. 

Mr.  Maxsox.  I  do  not  think  so. 

Mr.  Stroxg.  ]f  Hom(4>ody  started  a  campaign  to  he  president  of  one  of  tlie  banks,  it 
might  not  be  Republican  politics  and  it  might  not  be  Democratic  politics,  but  it  would 
be  a  political  game  on  his  part  to  secure  conti'oL 

Mr.  Manson.  Yes. 

Mr.  Strong.  I  want  to  get  this  tiioug^t:  In  all  the  advertiaementB v^ch  you  have 
seen  with  reference  to  the  sale  of  bonds,  did  you  ever  see  it  mentioned  mnt  &ere 

was  a  double  liability? 

Mr.  Masox.  I  do  not  recall;  to  tell  you  the  truth. 

Mr.  Stroxg,  I  have  never  seen  the  double  liability  referred  to. 

Mr.  Maxsox.  I  do  not  recall;  I  will  say  this;  I  know  that  no  bond  house  handles 
these  bonds  without  examining  the  law  under  which  they  are  issued. 

Mr.  Stroxg.  They  hadn't  ought  to. 

Mr.  Mahson.  They  do  not;  tlutt  is  not  the  way  bond  business  is  transacted. 
Mr.  Stbono.  They  would  not,  if  I  was  ^eur  attorney. 

Mr.  Manson.  There  is  no  r^i^ble  bond  house  that  handles  them  that  does  not 
*know  the  provisions  of  the  law,  and  every  bond  that  has  been  sold  has  been  sold 
with  a  knowledge  of  the  law  by  the  bond  house  that  has  sold  it. 

Mr.  Strong.  But  tliey  have  been  sold  to  the  individual  who  has  no  knowledge  of 
the  law, 

Mr.  Manson.  If  he  has  no  knowledge  of  the  law  he  does  not  know  the  banks  ai'e 
under  politicid  control. 

Mr,  Strong.  The  individual  buys  the  bond  because  he  knows  they  are  secured 
finally  by  a  mort^i^  on  real  estate  for  double  the  amount  of  the  loan,  and  it  is  super- 
vised by  a  Governnmit  beaid;  don't  you  &iidk:  tiiat  is  the  aecuri^  he  dtipmAt 
upon? 

MiT.  JJanson.  Yes;  1  do^  but  not  exclusively. 
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Mr.  Strong.  Oh,  no;  not  exclusively. 
Mr,  Manson.  No. 

Mr.  WiNGO.  I  think  in  connection  with  the  statement  a  little  while  ago  you  called 
Att^tixm  and  gave  the  figuiee  en  the  distribution  ct  the  jnooeeds     the  last  Ixaid 

issue? 

Mr.  Manson.  Yes. 

Mr.  WiNGO.  In  which  you  showed  that  the  New  England  bank  had  117  per  cent; 
that  is  the  allotm^t  ol  the  percent^  of  the  bond  sale  to  that  represented  117  per 

cent? 

Mr.  Manson.  Yes;  117  per  cent. 

Mr.  WiNGO.  Of  the  api)lications  they  had  on  hand. 

Mr.  Manson.  That  is  right. 

Mr.WiNao.  Whereas  in  some  banks  it  only  represented  2a  per  eMt,<M- 44  per  cent? 
Mr.  Manson.  Yes. 

Mr.  Wingo.  Now,  did  you  go  further  and  ascertain  whether  an  allotment  was  made 
to  the  different  banks  which  actually  covered  as  much  as  the  banks  themselves  said 
they  needed  to  meet  the  loans  they  had  appro \'ed  and  were  approving? 

Mr.  Manson.  I  do  not  know  anything  about  that. 

Mr.  WiNGO.  For  illustration,  this  is  what  I  want  to  get,  in  justification  for  the 
board  

Mr.  Manson  (interposing).  I  do  not  doubt  that  they  had  some  good  reason. 

Ifr,  WiNOO.  I  do  not  want  any  misconstruction  to  be  in  the  record  tiiat  might  cause 
somebody  to  become  suspicious  or  unjustly  critical  of  the  system;  if,  as  a  matter  of 
fact,  these  banks  that  got  only  44  per  cent,  St.  Louis,  take  tliat  as  an  illustration;  if 
the  board  allotted  to  tliat  every  dollar  in  dollars  and  cents  that  the  directors  of  that 
bank  said  **We  need  at  the  present  time  and  can  un,"  t  i3a,  thit  woali  n^t  !)?  dis- 
crimination even  thoucrh  that  allotment  was  only  44  per  cent  of  the  amount  of  applica- 
tions that  might  be  pending.  ,  •    ™     .    .i.  i_ 

Mr.  Manson.  That  is  true,  and  I  think  what  happened  was  this:  That  is,  the  banks 
have  been  so  organized  iJiat  they  have  a  limit  on  the  amount  of  business  that  can  go 
through  title  bimk.  I  do  not  think  that  Congress  ever  contemplated  there  would 
be  anv  such  limit,  but  I  think  the  Columbia  Bank  got  all  the  money  it  cjould  handle 
within  the  period  of  time  it  was  expected  that  bond  issue  would  cover. 

Mr.  WiNGO.  It  was  given  $12,000,000? 

Mr.  Manson.  $7,250,000. 

Mr.  Appleby.  In  May? 

Mr  Wingo.  $12,000,000,  as  a  matter  of  fact,  at  that  time  the  directors  were  only 

asking  for  $10,000,000,  and  yet  the  $12,000,000  did  not  ie|»e8ent  100  per  cent  ol  the 

pending  applications. 

lb.  Manson.  No.  ,^,.  .,11 

Mr.  WiNQO.  Because  it  is  very  certain  that  not  all  would  be  eligitde  loans. 

Mr.  Manson.  No. 

Mr.  Wingo.  Not  all  could  be  immediately  reached  and  approved,  and  the  thought 
I  want  to  leave  in  here  is  that  you  have  not  any  grounds  to  charge  that  they  deliber- 
ately discriminated  in  the  distribution  of  the  proceeds  on  a  basis  other  than  what  the 
directors  said  was  their  actual  present  needs. 

Mr.  Manson.  I  meant  no  inference  at  all.  ,  •  ,      »  • 

Mr.  Wingo.  That  inference  mi^t  be  drawn  Ixcm  the  ree<nrd,  and  I  ^lof^t  that 
that  ought  to  be  put  in  the  record. 

Mr.  Manson.  I  also  stated  the  fact  that  I  do  not  know  what  grounds  they  had  for 

distributing  the  money  in  that  way. 
Mr.  WiNoo.  If  iim&  10  any  diaddbounation,  it  would  be  in  the  limit  that  woulfl  be 

fixed? 

Mr.  Manson.  Yes.  ,  1.  i-  • 

Mr.  Wingo.  And  your  contention  is  the  law  does  not  authorize  them  to  fix  the  limit 

in  volume  other  than  the  automatic  limit  which  comes  from  the  number  of  eligible 

loans  ^ 

Mr.  Manson.  There  is  one  otber  pmnt  I  would  like  to  mention  at  this  tune.  It  is 
my  opinixm  that  there  will  not  be  a  farm  loan  association  left  in  two  years.  The  pur- 
pose of  the  organization  of  the  farm  loan  association  is  to  pool  the  credit  of  the  bor- 
rower. The  fimction  of  the  association  is  to  pass  on  the  loan  and  indorse  it.  This 
bill  permits  the  voluntary  liquidation  of  the  association.  I,  personally,  think  that 
any  borrower  from  the  Federal  land  bank  system  who  would  not  vote  to  liqui.iate  his 
association,  if  this  bill  becomes  a  law,  ought  to  have  his  head  examined.  As  long  as 
his  association  continues  to  exist  he  may  at  any  tune  be  called  upon— in  the  first 
place,  he  may  lose  his  dividends  if  Btme  fellow  member  does  not  make  his  payment  to 
the  bank,  and,  on  tiie  other  hand,  he  may  be  called  up<m  to  make  good  on  his  doable 
liability* 
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Mr.  Wingo.  Would  he  be  called  upon  to  make  good  on  his  douMe  liability  even 
if  his  association  was  abolished?  ^  ,  ,,,,,, 

Mr.  Manson.  No:  for  tiiis  reason:  The  double  liability  of  the  direct  stockholder 
in  the  bank  can  only  be  enforced  when  the  bank  has  gone  into  liquidation  If  you 
will  note  the  words  of  the  act,  they  provide  that  the  direct  stockholders  shall  be 
answerable  for  th(^  debts  and  contracts  of  the  bank.  To  whom?  Not  to  the  debtors, 
but  to  the  creditors  of  the  bank,  and  it  is  necessary  that  the  bank  liquidate  its  assets; 

turn  them  into  cash.  •  *    1.  t- 

Mr.  Wingo.  The  contingent  liability  there  is  an  asset  of  the  bank.^  ^ 
Mr.  Manson.  It  is  a  contii^nt  asset  of  Hie  bank  while  the  liability  m  th  case  ct 

the  associaticm  is  a  omtingent  asset  of  the  association 
Ifr,  ^rBYBKeON.  And  it  is  a  contingent  liability  of  the  stockholder  and  that  depends 

upon  whether  the  assets  of  the  bank  will  pay  the  outstandii^  liabilities. 
Mr.  Manson.  That  is  it. 

Mr.  StevensoK.  Until  that  is  determined  there  can  be  no  liabihty  of  the  stock- 
holder at  all.  .    «      ,     ,    , ,  ^.  ,  i_ 

Mr  Manson.  No;  the  difference  is  this:  Hiat  the  double  liability  where  it  m  now 
can  be  utilized  in  order  that  the  bank  may  never  suffer  a  loss;  in  other  wds,  that 
double  liability  must  be  exhausted  hefate  tke  net  profits  <rf  the  bank  can  be  affected. 
It  is  a  double  Uability  that  was  pkced  so  that  the  bank  will  never  become  insolvent : 
laiat  tiie  bank  will  never  fall  down  oa  the  payment  of  its  principal  and  interest.  Of 
course,  if  a  borrower  has  a  public  spirit  which  surpasses  his  personal  mterest  and 
wants  to  see  the  svstem  go  on  after  he  has  his  loan,  and  is  willing  to  stand  that 
liability,  he  would  probably  vote  against  liquidation.    Wlioever  put  that  provision 

in  this  bill  had  a  sense  of  humor.  j^it^ 
Mr.  Cooper.  Mr.  Manson,  is  it  your  contention  that  und^r  fJi0  joesent  law  a  fann- 

loan  association  can  not  liquidate  voluntarily? 

Mr.  Manson.  Yes.  .     ,  .      ,  -  x- 

Mr.  CooPBE.  Will  you  explain  this  language:  "No  national  farm-loan  association, 
Fedeial  land  bank  or  joint-stock  land  bank  shall  go  into  v<duntary  Uquidation  without 
the  written  ccmsent  of  the  Federal  Farm  Loan  Board.''  t  n 

Mr.  Manson.  That  does  not  say  anything  about  an  association.  I  will  explam 
that. 

Mr.  Cooper.  Yes.  .       .  ,    ,       -j  ^     ^  *£4U 

Mr  Manson.  All  of  the  loans  made  to  an  association  might  be  paid  off  and  if  tliey 
were  all  paid  off  the  purposes  of  that  provision  is  to  keep  the  association  as  an 
organization  alive.  Hiere  is  no  way  under  the  present  act  that  an  association  can 
escape  its  liability  as  an  indorser  by  liquidating.  Suppose  it  did  not  liquidate:  the 
mere  fact  that  you  wrote  in  the  law  a  permission  to  liquidate  destroys  the  value  of  the 
indorsement  as  an  element  of  the  security  of  the  bonds.  One  more  thing  and  I  wiU 

We  have  had  this  system  tied  up  for  18  months  in  a  lawsuit.  There  is  a  ^aye 
question  in  my  mind  as  to  whether  the  bondholder  has  not  a  vested  property  1*1^ 
that  indorsement  as  a  part  of  the  security  behind  his  bond.  There  is  a  grave  quertum 
in  my  mind  as  to  whether  Congress  has  the  ri^t  to  autiunize  the  mdoreere  to  yoluntaiy 
liquidate.  I  am  not  going  to  aigue  the  merits  of  the  question  but  there  is  enourfi 
to  it  80  that  Brother  cSianault  is  very  liable  to  grab  it  and  start  a  lawsuit,  and  you  will 
have  anotiier  lawsuit  tying  up  the  systwa  for  another  period  of  18  months  or  two 
years,  no  matter  how  it  is  decided. 

Mr.  Stevenson.  The  bondholders  would  be  the  only  people  wlw  inmld  have  a 

firievance.  ,     ^  i  j.  j. 

Mr.  Manson.  But  it  only  takes  $40  to  buy  a  bond.   I  do  not  want  to  see  anythll^, 

gentlemen,  put  this  svstem  in  litigation.  ,  ,  ,  j     ^  • 

Mr  Stevenson.  Adverting  to  the  statement  just  read  that  tiiey  could  not  go  into 
voluntary  Uquidation  ^rittout  getting  consent  of  the  Farm  Loan  Board,  that  is  merely 
a  statement  they  could  not  go  into  liq  nidation ;  and  certainly  it  would  not  be  voluntary 
if  they  have  to  get  the  consent  of  the  Farm  l  oan  Board,  and  I  do  not  think  the-— 

Mr  Manson  (interposing).  No.  Whoever  put  that  in  there  eAidently  had  this 
situation  in  mind,  that  the  loans  made  through  an  association  at  some  tune  might  aU 
be  paid  off,  in  which  event  it  has  no  liability.  ^   .  .  • 

Mr  Strong.  1  think  the  idea  was  this,  where  an  assooatum  was  not  functaonu^, 
and  thev  were  taking  the  position  they  did  not  want  to  invite  any  other  m&i  into 
it  who  wanted  loans,  then  those  fellows  could  liquidate  and  get  out  of  the  way. 

Mr.  Stevenson.  Willi  the  consent  of  the  board? 

Mr.  Strong.  Yes. 

Mr.  Stevenson.  It  is  not  entirely  voluntary. 
Mr.  Manson.  It  does  not  authorize  liquidation. 
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Mr.CooPEH.  Isit  not  specifically  pi*ovided  that  the  Federal  land  bank  may  liquidate? 
Mr.  Manson.  Yee. 

Mr.  Cooper.  Then,  if  the  Federal  land  bank  naay  Hquidate,  why  maintain  ibe 

associations  if  they  have  no  place  to  get  the  money? 

Mr.  Manson.  They  must  he  maintained  until  they  have  hoen  released  of  their 
liability.  Now,  if  the  liquidation  of  the  Federal  land  l)ank — ]  have  not  given  that 
particular  question  consideration— hut  it  is  manifest  that  if  the  licjuidation  of  the 
Federal  land  hank  resulted  in  licjuidatins:  the  liability  of  the  association,  that  the 
association  itself,  in  the  absence  of  the  provision  you  have  just  read,  might  go  into 
liijuidation. 

Mr.  Cooper.  Bo  you  understand  any  reason  ioat  putting  in  the  |Hroviaton  that  the 
aaaodation  may  not  liquidate  without  we  ccniBent  of  the  Farm.  Loan  Board  nalett  the 
Conofress  assumed  that  might  be  done? 

Mr.  Maxsox.  Yee;  because  any  c(»rporation  may  liquidate  provided  they  take  care 

of  their  liabilities. 

Mr.  <  'ooPKK.  Yes. 

Mr.  Maxsox.  Now,  tlien,  a  corporation  can  not  escaj^e  a  contingent  liability  by 
going  into  liquidation. 

Mr,  WiNGo.  It  might  be  interesting  to  suggest  this,  that  that  very  question  was 
raised  in  the  begiiming,  and  tlus  theory  was  dSered,  that  if  all  paid  off,  they  liqui- 
^ted;  nothii^  but  bookkeeping  was  left;  on  the  other  hand,  if  they  did  not  do  that 
theie  should  not  be  any  liquidation  becaase  tiuit  would  be  a  release  of  liability. 

Mr.  Stevenson.  A  destruction  of  liability. 

Mr.  WixGo.  Yes:  your  contention  is  that  this  proviaion  was  put  in  there  with  the 
purpose  of  getting  rid  oi  tlie  association. 
Mr.  Maxsox.  Yes. 

Mr.  WiNGO.  By  offering  tlie  inducement  to  the  \  oluntary  liquidation? 
Mr.  Manson.  Yes. 

Mr.  Winoo*  Your  position  is  that  if  the  aesodation  did  not  inast  upon  the  liquida- 
tion after  the  passage  of  tihe  act  

Mr.  Manson.  Y'^es. 

Mr,  WixGO.  (  ongress  reserved  tlie  right  to  amend  this,  didn't  it? 
Mr.  Maxsox.  Yes;  but  that  does  not  carry  vdth  it  the  right  to  divest  a  vested 
piopcrty  right. 

Mr.  \\'ix(;o.  1  have  ne\er  yet  thought  much  of  the  theory  that  Coiigress  might 
legislate  against  a  lawsuit.  If  we  hesitated  in  enacting  laws  with  reference  to  estab- 
lished agencies  in  busmess  because  th^  might  be  a  lawsuit  I  do  not  think  we  would 
legislate  at  idl. 

Mr.  Maxsox.  My  suggestion  is  this:  The  conception  has  grown  up— what  the 
foundation  is,  I  do  not  know — that  this  is  a  Government  institution. 

Mr.  WixGO.  The  supreme  court  says  it  is:  says  it  is  an  agent  of  th*^  Government. 

Mr.  Maxsox.  It  said  that  also  of  the  joint  stock  land  bank.  1  would  like  to  call 
your  attention — in  that  case  the  joint  stock  land  bank  was  in\  olved;  it  was  not  the 
Federal  land  bank. 

Mr.  WiNOo.  It  is  a  governmental  agency. 

Mr.  Maksok.  Oh,  yes. 

Mr.  WiNGO.  An  instrument  of  the  Government  like  a  nationid  bank;  the  supreme 
court  did  say,  did  give  the  Fed^»l  Iwd  baak  {mctically  the  same  status  a  itfitionai 

bank  has. 

Mr.  Maxsox.  That  is  it. 

Mr.  WiXGO.  Because  the  only  (luestion  involved  was  '*Is  it  an  instrumentality  of 
gOA'ernment. "  They  did  not  undertake  to  say  that  this  is  a  part  of  the  Government 
like  the  Interior  Department;  they  gave  it  me  status  that  the  national  bank  has. 
It  is  an  instrument  of  Government;  you  can  understand  that  we  exercised  a  good  deal 
of  care  in  whaping  that  section  that  it  should  act  as  an  agency;  it  was  facetioudy  sug- 
gested that  that  was  only  a  peg  on  which  to  hang  the  coat  of  tax  exemption^  etc. 

Mr.  Maxsox.  I  have  prepared  a  memorandum  in  which  I  have  made  a  careful 
analysis  of  what  I  consider  to  be  the  effects  of  this  bill.  I  have  expressed  my  views 
on  the  bill  in  a  much  more  connected  logical  and  brief  way  than  I  could  possibly 
in  an  oral  presentation,  and  1  would  like  to  offer  it  for  incorporation  into  the  record 
for  the  benefit  of  the  other  members  of  the  committee. 

Mr.  Appleby.  Is  there  any  objection?  ^ 

Mr.  rnxoo.  I  think  it  oug^t  to  g6  in. 
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Hi^MORANDUM  ON  H.  R.  13047,  H,  R.  13125,  Introdtjceo  bt  Mi^  !^trong  of  Kansas, 
AND  S.  4130,  iNTnoDiTCED  BY  Skkator  Nokbeck  of  South  Dakota,  to  Amend 
THE  Fedebal  Farm  Loan  Act. 

Tlieso  hill?  are  practically  identical,  fn  effect  they  are  identical.  If  their  purpose 
is  to  he  judged  hy  their  effect,  it  is  to  wi])e  out  the  Federal  farm-loan  system,  as 
established  under  the  Federal  farm- loan  act,  and  to  create  an  entirely  different  system , 
haaed  upon  entirely  different  principles. 

Hie  ^lactment  of  any  of  these  bills  will  defeat  the  whole  puipose  of  the  (»iginai 
Federal  femn-loan  act.  "if  enacted,  the  effect  of  any  of  these  oills  will  be: 

1.  To  establish  permanexit  political  manai^ent  of  the  cooperatively  owned 
Federal  land  banks. 

2.  To  reduce  the  security  beliind  P^cderal  land-])ank  bonds  by  substitutiiiir  uuin- 
dorsed  loans,  to  1)e  made  through  agents,  for  loans  made  through  and  indorsed  by 
cooperative  farm-loan  association. 

3.  To  eliminate  the  national  farm-loan  asBOcaations  as  the  cooi)erative  unit  of  the 
F^eral  farm-loan  syst^* 

4.  To  deprive  the  Federal  land  banks  of  the  authority  to  issue  ami  sell  bonds. 

5.  To  reaeve  the  Farm  Loan  Board  of  congressional  regulation  of  its  expenses  and 
riOA'ernmont  audit  of  its  expenditures^^iMid  to  give  it  unlimited  power  to  tax  the  banks 
in  the  Fed^nd  farm-loan  ayBteoa. 

POLITICAL  INSTKAD  OK  COOFKIiATIVE  MANAOKlfBNT. 

By  providing  for  the  substitution  of  permanent  political  oonbol  of  the  Federal 
land  banks  for  the  cooperative  control  provided  for  in  the  <»iginal  act,  and  by  i»o\id- 
ing  for  1^  substitution  of  appointed  agents  of  the  banks  in  the  place  of  the  cooperative 
farm-loan  assoGWtions,  these  bills  defeat  the  very  purj^se  of  requiring  the  borrowers 
to  f  umiah  the  capital  and  to  bear  the  risks  ol  loss  (k  the  Federal  land-bank  system. 

FINANCIAL  IXDjEVKNUENCE  OBJECT  OF  COOTJBEATIVE  OWNEUSHll'  AND  RISK. 

The  primary  pui  pose  of  establishing  the  cooperative  bnmch  of  the  form-loan  system 
was  to  emancipate  agriculture  from  dependence  upon  other  interests  for  the  means 
of  reaching  the  money  market  for  long-term  loans.  It  was  intended  to  give  the  farmers 
the  same  financial  independence  that  was  enjoyed  b^  the  municipi^ties,  raiilroads, 
pubUc  utilitiee,  and  the  large  industrial  and  commercial  corporations. 

Their  loans  run  into  the  millions,  while  the  individual  farmer  is  the  bonower  of  but 
a  few  thousand  at  the  most.  To  place  the  farmer  on  an  equal  footing  with  these  big 
borrower.^,  it  was  necessary  to  supply  the  financial  machinery  for  converting  farm 
mortgages  into  li^juid  negotiable  bonds,  for  marketing  such  bonds,  and  for  distributing 
the  proceeds  as  loans.  To  enjo^  the  independence  of  outside  influence  and  inter- 
ference, possessed  by  his  competitors  fcxr  money,  and  necessary  to  him  to  enable  Mm 
to  compete  freely,  it  is  absolutely  essratiai  that  he  have  the  same  complete  control  of 
the  management  of  his  financial  madiinery  as  is  possessed  by  them.  To  have  this 
control,  he  must  owu  tua  ftnaadai  machinery  and  assume  and  besur  aU  losses  incictent 
to  its  operation. 

To  accomplish  these  purposes,  and  in  accordance  with  these  principles,  the  national 
farm  loan  associations  and  the  P'ederal  land  banks  were  established  as  purely  coopera- 
tive institutions.  They  are  cooperatively  owned  by  the  farmer  bcarowers.  This  co- 
op^tive  ownership  was  required  by  the  farm  loan  act  tliat  thdr  management  mi^bt 
be  cooperatively  controlled  ny  diiectotB  elected  by  the  barrowem,  free  of  outside  m- 
fluence  or  intenerence.   This  is  provided  for  by  that  act. 

This  act  was  intended  to  relieve  the  farmer  of  the  necessity  of  begging  for  a  loan. 
It  was  intended  to  enable  liim  to  borrow  through  cooperation  with  his  neighbors. 
These  cooperative  institutions  were  intended  to  be  the  means  of  bringing  the  farmer 
borrower  and  the  ultimate  investor  together.  Through  the  control  of  these  institu- 
tions, they  were  to  be  able  to  go  into  the  money  market  and  sell  bonds  whenever  and 
to  such  extent  as  their  needs  denumded,  as  freely  as  a  railroad,  a  city,  or  a  public  utility, 
without  adcing  the  pmuisaioii  ol  aay<me. 

FABMSBS  TO  BBAB  THB  BUnDBHS  BUT  TO  BB  BIKIBB  THB  BBHSBHS  OF  OOOPBRATfON. 

If  any  of  these  bills  be  enacted,  the  farmer  borrowers  will  continue  to  supply  tlie 
capital  and  bear  the  losses  of  the  banks,  but  will  be  denied  their  inherent  rights,  as 
stockholders,  to  determine  when,  and  to  what  extent,  the  system  shall  function,  as 
well  as  their  right  to  protect  themselves  against  loss,  and  to  protect  their  interest  in 
any  profits  which  may  be  earned. 
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The  primary  purpose  of  reqxiiring  the  farmer  borrowers  to  furnish  the  capital  for 
the  banto— the  right  to  have  complete  coatral  oL  the  manageraent  of  their  own  financial 
machinery— will  be  utterly  defeated. 

FAILURE  OF  SYSTEM  TO  FUNCTION  DURING  1921  DUE  TO  POLITICAL  MANAQmBHT. 

The  failure  of  the  Federal  land  banks  to  supply  25  per  cent  of  the  demand  for  Icudb 
during  1^1  was  due  entirely  to  the  political  management  these  bills  propose  to  per- 
petuate. Had  the  directors  of  the  banks  been  elected  by  the  assodations,  they  would 
nave  been  responsive  to  the  farmers'  demand  and  urgent  need  for  money  during  that 
period.  It  was  not  until  after  the  associations  had  conducted  a  light  for  months,  and 
finally  appealed  to  Congress,  that  the  Farm  Loan  Board  permitted  its  appointees  to 
issue  bonds  in  anvwhere  near  an  adequate  amount. 

If  any  of  these  bills  becomes  a  law,  the  conditions  existing  in  1921  may  recur  at  any 
time,  and  the  farmers  will  not  even  have  the  associations  through  which  to  register  their 
protest. 

AG£NTS  OF  BANKS  INSTEAD  OF  FARM  LOAN  ASSOCIATIONS- 

These  bills  pro\ide  for  the  appointment  by  the  banks  of  Bgents  through  whom  loans 
can  be  made.  The  adoption  of  this  plan  will  finally  result  in  the  entire  elimination 
of  the  &urm  loan  association  as  the  medium  through  which  the  borrower  does  business 
with  the  bank.  The  association  is  a  local  cooperative  institution  locally  controlled. 
It  has  a  local  check  on  loaos  imuie,  and  is  the  borrower-stockhold(  r's  source  of  informa- 
tion and  means  of  expressing  his  voico  in  the  operation  of  the  s\  stem. 

The  substitution  of  agents  of  the  banks  for  the  associations  means  that  instead 
of  the  farmer  haAing  a  representative  of  his  own,  he  must  do  business  with  a  repre- 
sentative of  the  bank.  When  this  change  is  made  there  will  be  no  one  under  local 
control,  and  resi)onsible  to  local  farmers,  who  will  have  any  special  int^est  in  the 
system.  Being  interested  only  in  his  eommiasion,  it  will  be  to  the  agent's  advantage 
to  give  the  big  borrower  the  iweference  over  the  small  one.  Thus  cooperative  control 
of  the  banks  is  not  only  to  be  eliminated,  but  the  local  coopeialiye  oisftK^^  » 
to  be  done  away  witb  entbely. 

DIRECT  LOANS  WITHOUT  INDORSEMENT. 

By  authorizing  unindorsed  loans  to  be  made  direct  by  the  banks,  instead  of  loans 
made  through,  and  indorsed  by  the  farm  loan  associations,  the  whole  plan  of  doing 
business  is  changed.  The  rkik  of  the  bank  is  increased-  The  risk  of  the  assodations 
as  stockholders  is  increased.  The  security  behind  the  bonds  is  decreased.  The 
present  market  for  Federal  land  lank  bonds  will  be  destroyed.  The  interest  rates 
to  the  borrower  will  be  increased  and  his  dividends  reduced. 

A  market  has  been  created  for  Federal  land  bank  bonds  backed  by  indorsed  loans. 
Everv  bond  house  handling  these  bonds,  and  most  of  the  investors,  know  that,  under 
the  present  svstem,  if  a  default  occurs,  the  farm  loan  association  throu^  which  the 
loan  was  made  must  meet  the  payment.  Under  the  present  system  the  danger  of 
a  loss  to  the  bank  is  remote.  The  bond  buyer  knows  that  he  will  get  his  interest 
wh^  it  is  due  and  his  princii>al  when  his  bond  matures. 

Under  the  method  provided  by  these  bills  all  defaults  on  direct  loans  will  fall 
up<m  the  baaaks.  The  bank  assumes  an  entirely  different  liability  and  its  bonds 
constitute  an  entirely  different  kind  of  security.  A  new  market  must  be  created 
for  this  new  security.  Federal  land  bank  bonds  are  now  selling  as  fast  as  offered 
at  constantly  decreasinc;  rates  of  interest.  Why  destroy  the  present  market  for  the 
present  security,  by  substituting  something  else  that  will  require  higher  interest? 

EUMINATEON  OF  ASSOOAHONS. 

Ab  stockhold^  of  the  banks,  the  associations  will  bear  their  proportion  of  the 
losses  due  to  defaults  on  direct  loans,  in  addition  to  their  losses  upon  their  own  indorse- 
ments. This  will  drive  them  to  escape  their  liability  as  indorsers  by  liquidating, 
which  is  authomed  by  Uiese  bills.   Thus  the  associations  will  be  entirely  eliminated. 

BOHn  isexrES. 

The  authority  to  isse  and  sell  bonds  is,  by  the  provisions  of  these  bills,  transferred 
rom  the  Federal  land  banks  to  a  c^tral  Federal  land  bank. 


OOOPEftATIOM  COMPUBTMLT  DBdVROYBP. 

Thus  the  whole  cooperarive  machinery  created  by  the  farm  loan  act  is  to  be  scrapped. 
Instead  of  loans  made  through  and  indorsed  by  local  cooperative  associations,  and 
converted  into  bonds  and  sold  by  cooperatively  controlled  banks,  we  will  have  a 
political  system,  owned  by  the  farmers,  but  managed  by  political  appointees  from 
top  to  bottom. 

THE  TSDERAIi  FABK  IX>AN  6TBVEM. 

The  Federal  farm  loan  system  consists  of  two  sets  of  financial  institUtioiMl,  the 
Federal  land  bank  branch  and  the  joint-stock  land  bank  branch. 

Both  branches  of  the  system  were  intended  to  accomplish  the  same  general  pur- 
pose, to  convert  farm  mortgages  into  liquid  negotiable  bonds  which  would  meet 
with  ready  sale  at  low  rates  of  interest,  and  to  loan  the  money,  thus  obtained,  to 
farmers  on  the  long  term  amortization  plan,  at  rates  of  interest  limited  by  Congress. 
That  these  bonds  might  be  sold,  and  this  money  loaned  at  the  lowest  possible  interest 
rates,  these  bonds  w^  made  tax  exempt. 

The  essential  difference  betwe^  the  two  branches  of  the  system  lies  in  the  faet 
that  the  Federal  land  bank  branch  is  cooperatively  owned  and  the  liability  for  loss 
is  cooperatively  borne  by  the  borrowers  in  proportion  to  the  amount  of  their  respec- 
tive loans;  while  in  the  joint-stock  land  bank  branch  the  stockholdm  may  be,  but 
need  not  be,  and  in  lact  seldom  are  borrowers. 

The  original  farm  loan  act  recognized  the  fundamental  principle  that  he  who 
furnishes  the  capital  and  bears  the  risk  of  loss  is  entitled  to  the  profits,  if  any,  and  the 
right  to  manage  to  protect  himself  against  loss  and  earn  a  profit  if  he  can.  This 
principle  has  been  applied  to  the  joint-stock  land  banks,  but,  as  will  be  hereinafter 
diown,  it  has  not  been  applied  to  the  Federal  land  banks,  and  if  any  of  these  bilk 
be  enacted,  it  never  will  be. 

The  farm  loan  act  created  the  Federal  Farm  Loan  Board,  not  to  manage  the  banks 
in  either  branch  of  the  system,  but  to  exercise  such  supervision  as  would  insure  the 
observance  of  the  act  by  both  branches. 

HEASON  FOB  TWO  BRANCHES. 

When  the  agitation  for  a  system  for  finimcing  long  t&tm  faam  loans  started,  Congr^ 
recc^fnized  the  need  but  had  no  plan  with  which  to  meet  it*  It  was  known  that  in 
Europe  a  system  had  be^  in  successful  operation  for  150  yesirs.  A  commission  was 
created  to  go  to  Europe  and  investigate  the  system  in  practice  and  the  experience 
under  it.  This  commission  found  both  cooperative  and  privately  owned  or  joint- 
stock  sj''stems  in  operation  in  the  principal  European  countries  and  reported  on  the 
practice  and  experience  under  both. 

During  the  investigations  and  discussions  whj.ch  led  up  to  the  framing  of  the  farm 
loan  act,  and  during  the  consideration  of  that  measure  by  the  committees  of  Congress 
and  on  the  floors  of  botii  Houses,  both  cooperative  and  privately  owned  syBtems  were 
advocated. 

The  advocates  of  cooperation  contended  that  the  farmers  should  own  and  control 
the  machinerv,  by  the  use  of  which  they  could  enter  the  money  market,  and  dispose 
of  their  securities,  when,  and  in  such  amounts  as  their  needs  demanded,  and  at  such 
price  as  their  security  merited,  without  asking  the  permission  of,  or  paying  a  toll  of 
profit,  to  outside  capital.  It  was  also  urged  that  only  through  cooperation  could 
agriculture  hope  to  get  its  proper  return  for  agricultural  investment  and  effort;  that 
this  plan  could  be  applied  to  financing  the  investment  as  well  as  to  the  maricet- 
ing  of  form  products  and  the  ptm^hasing  of  £ann  requirements ;  and  that  the  experience 
gained  through  cooperative  farm  financing  wooild  aid  in  the  solution  of  other  farm 
economic  problems.  The  soundness  of  these  propositions  could  not  be  disputed,  and 
the  establishment  of  the  Fed^^  Land  Banks  as  the  cooperative  branch  of  the  farm 
loan  system  was  the  result. 

It  was  realized  by  the  students  of  this  subject  and  by  Congress  that  the  farmers  of 
this  country  had  not  fully  grasped  the  idea  of  cooperation,  as  a  solution  of  their  prob- 
lems. It  was  then  and  is  still  necessary  to  educate  the  American  farmer  as  to  both  the 
advantage  and  necessity  for  cooperation  as  the  r^edy  for  many  of  his  im>blems. 
Because  of  this  situation,  it  was  realized  that  many  formers,  requiring  the  aid  of  the 
system  to  be  established,  would  hesitate  to  join  a  coo^rative  institution,  invest  their 
proportionate  share  of  the  capital  and  assume  the  risk  involved.  Many  persons  prefer 
to  get  the  full  amount  of  their  loans,  and  pay  a  fixed  and  definite  rate  of  interest,  with 
no  chance  of  rebate  in  the  shape  of  dividends,  to  assuming  a  possible  liability  of  loss 
in  addition  to  the  repayment  of  their  loan.   Again  there  are  farmers  desiring  and  de- 
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serving  loans  who  might  not  be  acce^|rtable  ti>  the  membets  x)f  a  cooperative 
oj^anization. 

The  primary  pnrpose  of  the  fariu  loan  act  was  to  provide  the  means  for  securing  an 
adequate  supply  of  money  for  aoricultnro.  It  was  recognized  that  the  investing  pub- 
lic had  to  be  educated  to  Iniy  the  bonds  of  a  <'ooperative  institution.  This  lias  l>een 
done  to  a  most  ^ratifyin.c:  extent., but.  because  of  a  failure  to  understand  what  coop- 
eration means,  there  are  doubtless  ovou  to-day  many  investors  who  are  skeptical  of 
the  bonds  of  a  coo])erati^•(^  institution. 

In  order  to  provide  for  those  borrowers  who  might  not  desire  to  cooperate,  and  in 
order  to  bring  to  the  relief  of  agriculture  the  money  of  those  investors  who  would  not 
invent  in  the  securities  of  coopwative  banks,  the  joint  stock  Iftnd  banks  were  created 
as  an  >ther  branch  of  the  Federal  farm  loan  system. 

In  ustabtisMx^tluB dual  system  Congress  followed  tho  exam]^le  of  European  countries 
where  cooperative  farm  finance  has  had  over  150  y(?ars  of  successful  experience. 
There  it  was  found  that  both  kind  of  institutions  were  necessary  to  meet  the  farmers' 
requirements. 

l^otli  sets  of  banks  o)>emte  under  tlic  same  limitations  as  to  the  interest  rates  to  be 
charged  to  borrowers.  Tlie  interest  to  the  farmer  is  limited  to  a  maximum  of  1  per 
cent  in  addition  to  the  rate  paid  upon  the  last  preceding  bond  issue,  wMch  shall  in 
no  case  exceed  6  per  cent. 

It  is  now  iwopoeed  to  d*.»stroy  the  essential  features  of  the  cooperative  branclt  of  the 
farm  loan  system,  by  grafting  onto  it  some  of  the  features  of  tl.e  joint  stock  land  l)anks. 
and  by  permanentlv  preventinir  cooperative  control.  It  is  claimed  by  tliose  l)ehind 
this  bill  that  this  is  ne/essary  to  enable  the  I'ederal  land  banks  to  meet  the  require- 
ments of  all  farmers  desiring  loius  and  the  wliims  of  all  investors. 

As  has  been  sliown.  the  Federal  land  bank  branch  of  the  system  was  never  expected, 
nor  intended,  to  meet  the  demand  of  auv  cme  except  tiwee  who  are  willing  ta  coop- 
erate and  are  acceptable  as  members  of  a  cooperative  enterprise.  The  joint-stock 
land  bank  was  intended  to  take  care  of  those  who  either  would  net  cooperate  or  could 
not  get  others  to  coojierate  with  them. 

Within  the  limitation  on  the  size  of  the  loan  Avhicli  could  be  made  by  a  Federal 
land  bank,  all  boiTOAvers  Avere  intended  to  b(^  able  to  exercise  a  free  clioice  between 
these  two  branches  of  th*-'  syst*^ni.  It  may  be  tliat  some  bon'ower«  have  ]>referrc<l  to 
bnTow  from  tlio  cov;])era.i  v'c  branch.  Ul.;.  not  bein<;  able  to  do  so.  have  J>cen  forced 
t)  patronize  a  joint-stock  land  bank  in  order  to  secure  a  loan  under  the  Federal  farm 
loan  system.  If  tliis  be  true,  and  it  no  doubt  is  in  many  cases,  it  is  due  to  no  delect 
in  the  cocqaerative  machim^  estabhidbed  by  Congress  in  the  original  fcurm  loan  act. 
It  is  due  to  the  fact  that  the  political  management  which  has  ccmtroUed  that  machmery 
has  not  permitted  it  to  function. 

The  limit  on  the  size  of  loan?  wliich  can  be  made  by  Federal  land  banks  should  l>e 
increased.  The  onlv  thuitr  whicli  lias  justified  this  limit  has  been  the  policy  of  th(^ 
Farm  Loan  Board  in  failinir  to  issue  suflicient  bonds  to  take  care  of  those  desiiinj; 
loans  up  to  §10,000.  This  limitation  is  no  part  of  the  coopemtive  scheme  of  the  act, 
and  can  be  increased  or  abolished  without  effecting  it. 

With  the  exception  of  this  limitation  all  of  the  trouble  with  the  cooperative  system 
is  due  to  the  way  it  has  been  administered  and  not  to  faulty  design.  Instead  of 
deBtro\dng  the  coofperative  svstem  by  tho  introduction  of  joint-stock  land  bank  fea- 
tures, what  is  required  is  to'place  it  under  cooperative  control  winch  w  ill  permit  it 
to  function  to  serve  the  puq^ose  for  which  it  was  intended.  Before  pronouncing 
coapeiat-ion  a  failure,  let  us  give  it  a  trial. 

VHB  COOPERATIVE  SYSTEM. 

The  cooperative  branch  of  the  farm  loan  ^ratem  consists  of  two  sets  c^lnstitiilioas, 
the  naticmal  &rm  loan  assodattcms  and  the  Federal  land  banks. 

The  fam  loan  associatimis  are  the  co<^>«fative  units  of  the  system.  When  a  loan 
is  made  the  borrower  is  required  to  purchase  stock  in  the  association  m  an  amount 
equal  to  five  per  cent  of  the  amount  of  his  loan  and  can  purchase  no  more.  The  stock 
of  these  associations  is  all  held  by  borrowers  and  in  the  same  proportion  to  the  amount 

of  their  loans.  .    .      xi.  -4.  • 

When  a  loan  is  applied  for  the  application  is  made  to  the  association,  the  security  JS 
appmised  by  the  loan  committee  of  the  association,  and  members  are  admitted  on  a 

two-thurds  vote  of  the  directors.  ^  .   ^         ,    „  ,     i  ,      i     i  £ 

The  association  forwards  the  approved  ay^phcation  to  the  Federal  land  bank  tor  its 
district.  If  the  loan  is  made,  the  association  purchases  stock  of  the  bank  for  5  per 
cent  of  the  amount  of  the  loan.  In  practical  operation  this  5  per  cent  is  deducted  by 
the  bank  from  the  amount  of  the  loan,  and  thus  automatically  pays  for  the  stock  of 
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the  association  in  the  bank  and  the  stock  of  the  borrower  in  the  association.  In  this 
way  the  borrowers  own  and  control  the  associations  and,  tlu'ough  the  associations,  they 
own  the  banks. 

The  directors  of  the  associations  are  elected  by  the  borrowei-s  in  annual  meeting, 
and  bv  the  terms  of  the  original  act  the  directors  of  the  associations  were  to  elect  six 
of  the  nine  directors  of  the  banks.  Thus  the  bonowera  through  these  local  coop^ative 
units  were  to  control  the  banks. 

The  law  makes  all  net  earnings  of  the  banks,  after  providing  fw  reserve,  available 
for  dividends.   The  stock  l)eing  held  in  equal  proportion  to  the  amount  of  the  loans, 
the  act  contemplated  that  tins  distribution  of  the  net  earnings  would  offset  the  interest 
charged  and  g:ive  tho  l)orrower  liis  money  at  cost. 
I  All  loans  made  throufjli  associations  are  indorsed  l>y  them  and,  in  case  of  default. 

the  association  is  lial)le  for  payments  due.  The  act  provides  tliat  the  secretary- 
treasurer  shall  collect  the  payments  due  the  bank  from  the  borrower. 

The  Federal  land  bank  deposits  the  nMwrtgages  as  security  for  bond  issues  which  it 
is  authorized  to  make  when  it  has  accumulated  mortgages  amounting  to  150,000  or 
•  more,  and  loans  the  monev  through  the  association  in  the  manner  described. 

Under  the  act  the  Federal  Farm  Loan  Toard  is  outhoiized  to  appro^-o  all  boitd 
issues.  This  authority  was  never  intended  to  extei\d  1>cyond  tho  power  to  ascertain 
whetlHM-  the  mortgages  offered  couetituled  adequate  legal  security  for  the  proposed 
bond  issue. 

Tluis  there  was  provitled  the  means,  to  be  owned  and  controlled  by  the  farmers, 
wlureby  the>  could  enter  the  money  markets  when  they  chose  and  ooitow  money 
for  agricultural  purposes  in  such  amounts  as  the  mortgages  they  had  to  offer  would 
secure,  and  at  such  rates  as  their  security  warranted.  They  were  to  bear  all  losses 
and  ghaxe  all  profits.  They  were  to  have  control  over  all  loans  made,  first,  through 
their  associations,  and^  seoond,  through  directors  elected  by  their  associations  for  the 
respective  banks. 

Uutsidc  capital  was  barred  from  the  cooperative  !. ranch  of  the  ^ystem  to  insure  its 
independence,  tliat  the  farmer  nught  own  and  control  the  means  of  iiuaucing  himself, 
that  outside  influence  might  not  interfere  with  agiicultm'e  getting  money  it  requires 
and  its  credit  deserves. 

CONTttOL  OF  BANKS. 

The  farm.loan  act  provides  that  the  Federal  land  banks  shall  be  iuanag<»d  by  boards 
of  directors  consisting  of  nine  members,  six  of  whom  shall  be  elected  by,  and  Ijc  repre- 
stMitative  of,  national  farm  loan  associations,  and  three  of  whom  sliall  be  appointed 
by  the  Federal  Farm  Loan  Board. 

ft 

TEMPO  KARY  COOTROL. 

Solely  for  the  purpose  of  "priming''  the  system— to  ^ct  it  slartcd-^the  Govern- 
ment advanced  ss.S92,130,  by  subscribing  for  the  stock  of  the  12  Federal  land  banks 
in  that  amount.  The  act  provides  that  wliea  the  subscriptions  of  farm  loan  associa- 
tions to  the  stock  of  any  bank  reach  $7."A>,(:00.  2")  per  cent  of  the  su]>sec]uent  subscrip- 
tions shall  be  appHod  to  tho  rotirement  of  the  stock  iield  by  the  (u)vernmcnt. 

Solely  for  the  i)urpose  of  getting  the  system  into  operation,  the  act  j)rovid_es  that 
the  Federal  land  banks  shall  be  temporarily  managed  by  boards  of  five  directors 
appointed  by  the  Federal  Farm  Loan  Board.  By  the  terms  of  the  act  these  tem- 
porary'  '  boards  weie  to  be  succeeded  by  ihe  permanent  directors  when  stock  in  any 
bank'had  been  subscribed  to  $100,000  by  farm  loan  associations. 

The  borrowers,  through  farm  loan  associations,  now  own  and  hold  S30,8(>fj,l)95,  of  tho 
ca]>ital  stock  of  the  Federal  land  banks.  The  Government's  subscription  has  been 
reduced  to  $4,204,880.  The  balance  of  the  Government  stock  will  soon  be  retired 
and  the  borrowers  will  own  all  of  the  stock. 

The  respective  stock  holdings  of  the  Go\einmeut  and  the  Xational  Farm  Loan 
-Vstiociations  in  several  of  the  banks  are  as  follows: 


Federal  land  bank. 

Stock  hold 
by  Govera- 
joent. 

Stock  held 
by  National 
Farm  Loan 
Associa- 
tions. 

$1S0,965 
4<740 

177,885 
127,080 

S3,596.33.j 
3,G3S,  7.^^> 
3.332,090 
3,622,910 
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Xotwithstandinq^  the  fact  that  the  borrowera  own  87.5  per  cent  of  the  stock,  are 
liable  for  all  the  losses,  and  the  whole  system  was  designed  to  make  agriculture  in- 
dopondent  of  all  outside  influ^ice,  the  botmweis  have,  ao  far,  had  no  voice  in  the 
management  oi  the  banks. 

FARM  LOAN  BOARD  OPPOSES  COOPBRATIOK* 

The  farm  loan  system  had  hardly  begun  to  operate  when  its  Federal  Farm  Loan 
Board  begm  its  atteek  upon  its  cooperative  featiu^. 

In  the  First  Annnal  Beport  of  the  Federal  Fam  Loftn  Board  the  following  state- 
ment appears: 

* '  It  is  doubtful  if  the  direct  manafrement  and  control  of  any  bank  which  is  dependent  ^ 
upon  l^orrowed  capital  for  its  control  and  operation  can  be  safely  delegarcd  (O  the 
borrowers  from  such  hank.    An  amendment  to  the  act,  providin.e,^  for  a  lenjrthened 
period  of  governmental  control,  has  therefore  been  prepared  and  is  respectfiilly  sub- 
mitted for  the  considei-ation  of  the  Congress."  ^ 

The  foregoii^  extract  from  the  repeat  of  the  board  demonstrates  conclusively  that 
they  do  not  believe  in  the  cooperative  system  established  by  ConRress,  and  that  they 
do  not  consider  the  farmers  of  the  country  competent  to  select  the  directors  in  the  banks 
in  which  they  own  the  stock  and  for  the  liabiUties  of  which  they  stand  a  double  liabiUty . 
The  cooperative  features  of  this  law  were  borrowed  from  Europe,  where,  for  150  years, 
they  had  ]n'oven  a  success.  They  were  adopted  upon  the  recommendations  of  a 
Government  commission,  which  went  to  Europe  for  the  purpose  of  making  an  exhaus- 
tive investigation  of  rural  credits. 

On  December  31,  1917,  the  stock  of  eight  of  the  banks  had  been  subscribed  to 
the  required  amount  by  the  associations.  Notwithstanding  the  plam  provisions  of 
the  act,  no  steps  were  taken  by  the  farm  loan  commissioner  to  enable  the  associations 
holding  stock  in  these  eight  banks  to  exercise  their  right  to  elect  directors. 

On  January,  1918,  Congress,  at  the  instance  of  the  Farm  Loan  Board,  enacted  the 
amendment  suggested  by  the  board  and  referred  to  in  the  report  above  quoted.  The 
purpose  and  effect  of  this  amendment  was  carefully  concealed.  On  its  face,  it  does 
not  appear  to  destroy  the  cooperative  features  of  the  law,  and  to  transfer,  from  the 
stockholders  to  political  appointees,  the  management  and  control  of  these  banks. 
Such,  however,  is  its  effect.  As  the  above  quotation  from  the  first  report  of  the 
board  shows,  such  was  intended  to  be  its  effect. 

The  lymendment  authorizes  the  Secretary  of  the  Treasury^  to  pnrduise  $200,000,000 
of  the  bonds  of  Federal  land  banks,  and  jnovides  that  so  long  as  any  of  the  bonds 
of  any  such  bank  shall  be  held  by  the  Treasmry,  the  temporary  organization  of  such 
banks  appointed  by  the  Farm  Loan  Board)  shall  continue  in  power.  The  amend- 
ment '  authorizes"  the  Secretary  of  the  Treasury  to  require  the  banks  to  repurchase 
any  bonds  held  in  the  Treasury  one  year  after  the  termination  of  the  war. 

TWENTY  years'  TEMPORARY  CONTROL- 

The  bonds  sold  to  the  Government  do  not  mature  for  20  years.  The  question 
whether  bonds  would  be  sold  to  the  Treasury,  and  the  stockholders  thereby  deprived 
of  a  voice  in  the  bank's  affairs,  was  jjassed  upon  by  the  ''temporary''  boards.  As 
these  boards  could  perpetuate  themselves  in  office  by  selling  to  the  Government,  it 
is  needless  to  say,  they  did  so  sell.  Under  this  act  the  Treasury  purchased  $186,000,000 
of  Federal  land  bank  bonds.  The  question  whether  these  bonds  will  be  repurchased 
for  resale  is  up  to  these  same  '  temporary''  boards,  and,  as  by  buying  back  the  bonds 
they  will  be  ousting  themselves  from  office,  it  is  needless  to  say  that  they  will  not 
do  so,  to  the  extent  necessary  to  oust  them  from  their  jobs* 

In  May,  1922,  an  offering  of  $75,000,000  of  Federal  Land  Bank  bonds  was  oversub- 
Sdibed  $42,500,000  before  the  books  could  be  closed.  The  proceeds  of  this  oversub- 
scription were  used  to  retire  that  amount  of  bonds  held  by  the  Treasury.  In  Sep- 
tember. 1922,  an  offering  of  $75,000,000  was  oversubscribe'd  $23,500.000' which  will  i 
probably  be  used  to  retire  bonds  in  the  Treasury.  This  will  leave  $120,000,000  in 
the  Treasury.  As  a  bank  can  not  be  forced  to  rebuy  a  bond  when  it  has  no  money 
available,  the  power  given  to  the  Secretary  of  the  Treasury  to  requii'e  the  repurchase 
is  meaningless. 

Thus,  tmder  the  guise  of  giving  security  for  a  loan,  the  Federal  Farm  Lean  Board 
secured  action  by  0>ngress,  ihe  effect  of  which  was  to  change  the  whole  syst^,  for 
a  I>eriod  of  twenty  years,  from  a  cooperative  to  i)olitical  control. 

It  can  not  be  believed  that,  had  Congress  realized  the  purpose  and  effect  of  this 
amendment,  it  would  have  been  enacted.  The  subject  of  farm  finance  had  been 
under  discussion  for  years  before  this  act  was  passed,  but  no  one  ever  suggested  a 
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bank,  1he  stock  of  which  should  be  bought  and  paid  for  by  private  individuals,  but 
the  management  of  which  would  be  in  political  appointees. 
This  amendment  was,  furthermore,  a  fraud  upon  those  who  had  bought  and  paid 

for  their  stock  under  a  law  which  gave  them  the  right  to  elect  the  directors,  and  then 
deprived  them  of  that  right  without  receiving  back  their  money,  or  being  released 
from  their  liablitv  as  stockholders. 

Furthermore,  it  was  not  until  July,  1920,  that  the  board  notified  the  associations  of 
this  change  in  the  law.  After  this  amendment  had  been  adopted,  they  continued  to 
send  out  to  the  associations,  copies  of  the  original  act  without  the  amendment,  and  the 
association  continued  to  subscribe  for  stock  in  tiie  banks  believing  that  the  law  had  not 
been  changed. 

FROPOSB  PBRlffAKENT  FOXJtlCAZi  CONTROL. 

The  Farm  Loan  Board,  in  its  fifth  annual  report,  recommendrd  jx  rmanent  oro-aniza- 
tions  for  the  Federal  land  banks,  to  consist  of  seven  dire  ctors,  four  to  Ix*  chosen  l)y  the 
Farm  Loan  Board  and  three  to  be  chosen  by  the  farm  loan  associations,  who  may  at- 
tend meetings  and  watch  the  four  appointees  run  the  banks. 

V^en  the  associations  were  informed  of  this  recommendation  they  entered  a  most 
vigorous  protest.  Senator  Fletcher  alone  received  over  (JOO  letters  from  farm  loan 
associations  protesting  against  this  and  other  recconmendations  C(mtained  in  the  re- 
port and  incorporated  in  these  bills. 

Section  2  of  the  Strong  bills  (H.  R.  13047  and  H.  R.  13125  >  provides  for  the  ]>onna- 
nent  organization  of  the  Federal  land  banks  with  boards  of  directors  to  consist  of 
seven  memljers,  tln-ee  to  be  appointed  by  the  Farm  Loan  Board,  three  to  Ix^  elected  by 
the  associations  and  direct  borrowers,  and  the  seventh  to  be  chosen  by  the  six  so 
selected.  In  case  of  a  tie,  the  sevenl^  meiiiber  is  to  be  appointed  by  the  farm  oan 
commissioner. 

Any  one  at  all  familiar  with  the  way  the  farm  loan  act  has  been  administered  can 
readily  understand  how  this  method  of  selecting  directors  would  work  out.  The 
Farm  Loan  Bosurd  would  appoint  its  three  members  and  instruct  them  who  to  vote 
for  for  the  seventh  member.  If  the  three  members  elected  by  the  stockholders  united 
on  any  one  else  there  would  be  a  tie.  The  farm  loan  commissioner  woulel  then  ap- 
point the  seventh,  giving  the  l^oarei  four  members  to  the  sTockholders'  three.  This  bill 
would  accomplish  the  same  result  as  giving  the  board  the  power  to  appoint  the  four 
members,  except  they  would  l>e  compelled  to  go  one  extra  step  to  get  there.  The  di- 
rectors elected  by  the  associations  Would  soon  learn  this  and  would  be  likely  to  take 
the  position  that  they  might  as  well  vote  for  whoever  the  appointed  directors  n<nninate» 
because  he  will  be  appointed  anyway. 

Section  2  of  the  Norbeck  bill  (S.  4i30)  is  the  same  as  the  Strong  bills,  except  that  it 
leaA'es  out  the  seventh  director  entirely.  This  would  givo  an  CA^enly  divided  board  e>f 
six  members,  three  selected  by  and  answerable  to  the  Farm  Loan  Board  and  three 
selected  by  and  answerable  to  the  stockholders.  Any  conflicts  between  the  wishes 
or  views  of  the  associations  and  the  wishes  or  views  of  the  Farm  Loan  Board  would  re- 
sult in  a  tie  with  no  one  to  settle  it. 

It  takes  a  majority  to  get  affirmative  action.  The  trouble  with  the  nresent  politi<^ 
management  has  not  been  in  fatuity  action,  but  in  nonaction.  They  have  foifed  to  is- 
sue bonds  when  the  farmers  were  suffering  for  the  money  and  the  investors  were  clam- 
oring: for  the  bonds.  They  have  been  slow  in  acting  on  applications.  They  have  failed 
to  distribut(^  the  profits  as  dividends  to  anywhere  near  the  extent  the  net  earnings  have 
warranted.  This  has  resulted  in  the  farmers  being  denied  the  relief  the  cooperative 
system  was  intended  to  afford  them  when  they  required  it.  They  have  been  com{)elled 
to  renew  their  loans  from  farm  mortga:?e  bankers  a^igh  rates  of  interest  and  pay  ex- 
orbitant commissions,  unless  they  could  secure  loHlftom  the  joint  stock  land  banks. 

The  one  thing  necessarj'^  to  enable  the  cooperative  branch  of  the  farm  loan  system 
to  function  is  me  control  <^  the  boards  of  directors  of  the  Federal  land  banks  by  a 
majority  chosen  by  and  responsible  to  the  local  cooperative  imits,  which  own  the 
banks,  know  what  the  demimd  is  for  monev,  are  responsible  for  the  losses  and  entitled 
to  the  profits.  It  takes  affirmative  action  by  a  ma^oritv  A-'ote  to  relieve  this  situation. 
Nothing  can  be  aecomplished  by  boards  evenly  divided  between  the  settled  policy 
of  delay  and  the  desire  to  act. 

REStTLTS  UNDER  POLmCAL  MANAO^MBNT. 

Much  is  being  said  about  the  vast  amount  of  money  which  has  gone  to  the  relief 
of  agriculture  through  the  Federal  land  banks  and  the  great  benefit  they  have  l>een  to 
the  farmers.  All  this  is  true.  The  fact  remains  that  the  Federal  land  banks  have 
come  no  vfbe^  near  meeting  the  demand  upon  them  since  the  conclusion  of  the 
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litigation,  involviiuf  the  cODStdtutionality  of  the  Farm  Loan  Act.  This  fact  is  due  to 
no  defect  in  the  machinety,  prodded  bv  t'ongress.  Nether  is  it  due  to  the  feet  that 
the  investing:  public  would  not  buy  the  bonds  in  greater  quantities.   The  trouble 

has  been  administrative  solely. 

During  the  year  ending  November  30.  1921,  applicatious  for  loans  amounting  to 
$21)fi.85S).:itSl  were  a]^proved  l)y  farm  loan  associations  and  forwarded  to  the  12  Federal 
land  banks.  During  this  time  but  $100,000,000  of  bonds  were  oflered  for  sale  and  but 
$73,238,626  of  loans  were  made.  At  the  end  of  this  period  associations  in  every 
district  except  the  fimt  were  bemg  denied  the  r^ht  to  make  application  for  loans 
smd  the  only  applications  being  considered  w^  to  refund  existing  mortgages  falling 
due.  Senators  and  Members  of  Congress  from  agricultural  pections  were  receiving 
cnm]>laiiits  from  farmers  that  thev  could  not  secure  loans  and  these  complaints  were 
taken  up  with  the  Farm  Loan  Board.  In  reply  to  these  complaints.  Farm  Loan 
Commissioner  Lobdell  wrote  Senator  Kenyon  a  letter  which  api)ears  in  the  Congres- 
sional Kecord  of  October  20.  1921.  pages  7275  and  7276.  In  this  letter  Judge  Lob- 
deli  lakes  the  position  that  in  spite  of  the  fact  that  but  25  per  cent  of  the  ap))!k'ations 
made  during  the  year  had  been  met,  ''the  banks  were  functionino;  normally.''  He 
goes  on  to  say  that  the  ca^mcity  of  the  banks  to  n^e  loans  is  subject  to  limitations 
which  he  fixes  at  from  $150,000,000  to  $200,000,000  a  year.  He  eays  that  it  is  physi- 
cally impomble  for  the  banks  to  safelv  handle  more  business  than  this.  The  fact 
that  durinjr  the  month  of  March.  1922.  the  Omaha  bank  actuallv  closed  loans  amount- 
ing to  more  than  ?:3.0C0.C00  antl  in  April  the  Columbia  bank  exceeded  S2,84H,000, 
Avhich  is  at  the  rate  of  rr-er  tOO.000.000  a  year  for  the  12  hanks,  shov/s  that  Judge 
Lobdell  either  difl  not  know  wliat  he  was  talking  about,  or  wa^^  trying  to  mislead  a 
Senator  wlio  wa.--  <Mulea\  oring  to  punch  up  the  banks.  This  system  was  intended 
to  meet  the  demand  upoa  it.  There  is  no  limitation  on  the  amount  of  help  which 
may  be  employed,  and  the  idea  that  there  is  a  physical  limit  on  the  capacity  of  the 
bankf?  is  preposterous.  Tf  there  is  such  limit  the  actual  accomplishments  of  some 
of  the  banks  ha.^  ])roven  it  to  be  at  least  twice  what  the  head  of  the  political  managers 
claimed  it  to  be.  It  is  submitted  that  this  system,  to  succeed,  must  be  taken  out 
of  hands  which  t'lilcrtains  such  narrow  ideas  of  its  capacity  for  usefulness. 

Tho  aocond  eyciuse  ofnTcd  in  this  If^tter  by  Judge  Ivobdell  for  the  failure  of  llie 
Federal  land  hank^  to  moot  the  demand  upon  them,  was  the  assertion  that  the  market 
Would  not  abtiorb  ihe  bonds  in  excess  of  ?15(),000,0()0  a  year.  t 

Recourse  to  any  financial  paper  will  disclose  .the  fact  that  there  is  no  open  and 
closed  season  on  bonds.  While  the  market  is  sotSetimes  better  than  at  oth^  times, 
investors  are  buying  bonds  every  business  day  in  the  year.  When  an  invests  has 
money  idle  he  is  anxious  to  get  it  to  work  drawii^  interest,  and  buys  M'hat  he  considers 
the  hest  thing  available  at  the  time.  It  necessarily  follows  that,  the  capacity  of  the 
mar!;'.'t  to  absorb  any  particular  type  of  bond  can  not  be  ascertained  unless  those 
bond.s  are  always  iiA-ailable  for  purchase.  It  is  also  obvious  that  if  at  any  time  Federal 
land  bank  bond.s  are  not  availal)le,  the  investors  ha^dng  money  to  invest  during  that 
time  will  buy  something  else  and  that  money  is  lost  to  agriculture. 

Now  let  us  review  the  effort  of  the  political  managers  of  the  cooperative  branch  of 
the  farm  loan  system  to  procure  money  for  the  fanners  during  1921. 

The  litigation  involving  the  v  alidity  of  the  law  vma  disposed  of  on  February  28, 
1921.  It  Avas  not  until  the  1st  of  May,  or  two  months  after  this  case  was  di^^posed  of, 
that  a  single  bond  was  placed  on  the  market,  and  it  was  the  1st  of  June  before  the 
banks  resumed  loaning  operations.  After  the  system  had  been  tied  up  for  18  months 
by  this  suiu  tlie  political  managers  permitted  three  more  months  to  elapse  before  the 
svstem  began  to  afford  relief  to  the  farmers.  Furtliermore  this  three  months  was 
during  the  period  when  mortgages  were  maturing  most  actively  and  there  was  the 
greatest  need  for  money. 

The  excuse  offered  for  this  delay  is  that  this  time  was  required  to  engrave  the  plates, 
ship  the  bonds  to  ttie  banks  for  signature^  and  get  these  back.  It  does  seem  that 
somebody  in  an  office  like  the  Farm  Loan  Board  should  have  known  that  it  is  the 
usual  and  customary  business  practice  under  such  conditions  to  issue  interim  certifi- 
cates which  can  be  exchanged  for  the  engraved  bonds  wlien  they  are  ready.  This  is 
the  pi  actice  followed  by  some  of  the  joint  stock  land  banks  and  by  most  corporations 
issuing  bonds. 

If  they  did  not  know  of  this  means  of  obviating  delay,  what  claim  have  they  to  be 
considered  competent  in  any  respect?  Upon  what  do  they  base  their  claim  to  a 
business  acumen  superior  to  that  which  may  be  possessed  by  directors  who  may  be 
elected  by  the  associations?  If  they  did  know  of  this  practice,  the  sooner  the  system 
is  placed  under  the  management  of  directors  who  will  ha^-e  at  least  the  disposition 
and  desire  to  make  it  function  the  better  it  will  be  for  everybody.  All  of  these  politi- 
cians had  been  in  oftice,  drawing  thehr  salaries  during  the  entire  time  this  litigation 
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was  pendii^.  What  wm  they  doing?  Why  were  they  not  ready  to  offer  bonds  for 
sale  on  the  day  the  case  was  decided?  Did  they  expect  the  hw  to  be  declared  in- 
valid?  If  so,  why  did  they  hold  on  and  draw  their  salaries? 

From  the  time  this  May  issue  of  ?;40,000,000  was  disposed  of  in  June  until  October 
not  a  Federal  land  bank  had  a  bond  on  the  market.  That  there  was  a  market  ready 
and  willing  to  absorb  federal  land  bank  bonds,  is  shoM'n  by  the  fact  that  during  all 
this  time  Federal  land  bank  bonds,  offered  by  private  holders,  M'ere  sold  at  a  premium. 

On  October  6,  1921,  an  offering  of  $60,000,000  was  made  and  this  waa  closed  out  on 
the  29th  of  October.  From  the  latter  date  until  the  3d  of  February,  1922,  there  was 
not  a  bond  offered  on  the  market  by  a  Federal  Umd  bank.  Durii%  all  of  tlus  time  the 
bonds  in  the  hands  of  investors  were  selling  at  103  or  better.  Dunng  this  period  farm 
loan  associations  were  being  denied  the  right  to  apply  for  loans  because  the  banks  had 
no  money;  and  investors,  applying  at  the  banks  for  bonds,  were  infdraied  that  there 
were  none  for  sale. 

On  February  3,  1922,  an  offering  of  175,000,000  was  closed  out  in  three  hours  at  a 
premium  of  2f. 

During  the  months  of  November  and  December,  1921,  and  January,  1922,  there  was 
as  good,  if  not  a  better,  Ixmd  market  than  in  February  when  $75,000,000  w&e  sold  in 
three  hours.  During  these  m<mtib6  the  amount  of  new  issues  of  securities  aheorbed 
through  the  New  Ycxk  nuurket  was  as  foUows: 

Novembw,  1921   $368, 169, 341 

December,  1921   551, 576, 349 

January,  1922  ,   446,600,485 

Felmuiry,  19^_   360,808,974 

These  figures  show  that  during  the  three  months  when  there  were  no  new  Federal 
land  bank  bonds  on  Hie  maricet  thera  was  actually  more  money  <m  tihe  market  for 
investment  and  more  money  actually  invested  than  in  February,  when  $75,000,000 

was  gobbled  up  in  three  hours. 

I  believe  that  these  feats  warrant  the  charge  that  the  reason  that  farmers  were 
unable  to  secure  the  loans  they  desired  and  the  associations  were  denied  the  pri\ilege 
of  applying  for  loans  was  not  because  investors  would  not  furnish  the  money  but 
because  the  Farm  Loan  Board  and  its  political  appointees  would  not  offer  the  bonds 
for  sale. 

The  proceeds  of  the  February,  1922,  bond  sale  were  nowhere  near  adequate  to  meet 
the  demand  on  the  banks  for  loans.  Despite  the  fact  that  the  privily  of  making 
application  for  loans  had  been  shut  off  for  months,  there  were  on  file  with  the  banks 
on  January  31,  1922,  applications  for  $142,063,816.   Of  this  amount  leas  tiban  33 
cent  could  be  met  out  of  the  proceeds  of  the  February  sale. 

In  October,  1921,  the  Federation  of  National  Farm  Loan  Associations,  started  an 
aggressive  campaign  for  more  money  through  the  Federal  land  banks.  The  associa- 
tions were  informed  of  the  real  situation  and  complained  to  Members  of  Congress  and 
Senators.  In  April  the  whole  situation  was  laid  before  a  subcommittee  of  the  Senate 
Committee  on  Banking  and  Currency.  The  Fftrm  Loan  Board  was  called  upon  to 
meet  these  charges.  Two  members  of  ihe  board  appeared  )>efore  the  eoDoamtteejE 
admitted  the  bonds  could  be  wAdU  oStmA  for  sale,  and  aasoted  ihe  conunittee &at 
this  would  be  done. 

Since  this  time  1150,000,000  of  bonds  have  been  sold  and  no  present  shortage  of 
funds  is  apparent.  What  has  occurred  in  the  past  may  be  repeated  in  the  future. 
My  purpose  in  re\iewing  this  situation  is  to  point  to  it  as  an  illustration  of  the  evil 
result  of  placing  this  great  cooperatively  owned  financial  system  imder  the  manage- 
ment of  political  appointees.  Had  these  banks  been  managed  by  directors  elected 
by  and  responsible  to  the  local  associations  they  would  have  been  responsive  to  the 
demand  of  the  farmers,  through  the  associations,  for  monev.  Instead  of  perpetuating 
the  power  which  has  mrevented  this  system  giving  agriculture  the  reli^  it  could*  mm 
should  have  given,  when  it  was  most  needed,  prompt  action  should  be  taken  to  give 
the  stockholders  the  right  to  elect  a  majority  of  the  directors,  and  to  confine  the  Farm 
Loan  Board  to  the  same  legitimate  supervision  which  they  now  exercise  over  the 
Joint  Stock  Land  Banks,  as  was  contemplated  by  the  original  Farm  Loan  Act. 

WHY  SHOULn  COOFBBATIVB  OWNBBS  BE  BBMIBD  OONTBOL  OF  THBIB  OWN  nU>PBBTY7 

Why  should  the  famers,  whose  capital  is  invested,  who  are  liable  for  the  losses 
and  entitled  to  the  profits  of  these  banks,  be  denied  the  right  to  manage  their  own 
property?  To  no  other  class,  except  tribal  liidiamay  is  tibia  right  dmied*  Aro  the 
farmers  of  this  country  to  be  so  classified? 
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To  do  so  is  to  defeat  the  very  purpose  for  which  the  Federal  land  banks  were  cre- 
ated as  a  cooperative  institution.  The  very  purpose  of  the  cooperative  branch,  the 
very  purpose  of  reqtiiring  the  borrower  to  furnish  the  basic  capital  and  assume  the 
risk  of  loss  was  tliat  this  system  might  be  the  farmer's  independeiat  means  of  financing 
himself.  To  make  him  independent  of  outside  capital  but  entirely  dependent  upon 
jbtur  political  officeholders  is  jumping  out  of  the  frying  pan  into  the  fire. 

Outside  capitalists  have  at  leaat  demonstrated  their  ability  to  handle  cajdtal,  or 
they  would  not  have  it.  Is  there  any  way  of  guaranteeine:  this  capacity  in  men  who 
can  bring  sufficient  political  influence  to  bear  to  land  them  on  the  Federal  Fanm 
Loan  Board  or  on  the  board  of  directors  of  a  Federal  land  bank? 

Outside  capital  has  an  interest  in  its  own  preservation,  while  the  financial  interest 
of  the  members  of  the  Farm  Loan  Board  and  the  officers  of  these  banks  is  limited  to 
their  own  handsome  salaries. 

Is  it  because  there  Is  anything  about  farminj^  that  makes  the  farmers  of  this  country 
ineeponiBible  that  they  must  be  denied  the  right  to  manage  their  property,  or  is  it 
because  they  are  boirowers?  To  borrow  money  to  buy  or  develop  a  farm  is  evidence 
of  initiative,  ambition,  and  progressiveness,  and  not  of  improvidence.  Without 
borrowed  capital  the  agricultural  resources  of  tliis  country  would  soon  pass  into  the 
hands  of  tenants  and  hired  help.  There  is  a  lower  percentage  of  borrowed  capital 
in  a^ericulture  than  in  any  other  field  of  activity.  Every  business  in  this  country 
functions  to  a  far  greater  extent  on  borrowed  capital  than  agriculture.  There  are 
few  stockholders  in  State  or  National  bimks  who  are  not  borrows,  and  to  baa:  hot- 
rowers  from  ^e  directoiate  of  such  banks  would  be  to  leave  their  chairs  empty.  The 
fanner  borrowers  from  Fedend  land  banks  differ  from  the  stockholders  of  com- 
mercial banks.  They  must  have  a  farm  with  at  least  twice  the  amount  of  their  loans 
to  become  borrower  stockholders.  There  is  no  other  bank  in  which  the  stock  is  all 
held  by  stockholders  who  must  have  visible,  tangible  prop^ty  out  of  which  their 
double  liability  can  be  enforced. 

Is  it  because  these  banks  are  incorporated  under  an  act  of  Congress  and  authorized 
to  issue  bonds  that  the  stockholders  are  denied  control?  How  about  the  Joint  Stock 
Land  Banks?  These  banks  function  in  the  same  way,  and  are  created  by  the  same  Act. 
Outside  of  the  origpinal  temporary  advance  by  the  Govenunent  cooi)erative  banlra 
enjoy  no  privilege  not  granted  to  the  joint  stock  land  IpQiks,  yet  the  latter  exi^x^ 
the  privilege  of  electing  every  one  of  their  directors. 

National  banks  do  not  issue  bonds,  yet  they  enjoy  the  right:  to  receive  deposits 
amounting  to  many  times  their  paid  in  capital.  They  as  well  as  the  Federal  reserve 
banks  also  issue  currency,  yet  the  stockholders  of  the  National  banks  elect  all  of 
their  directors  and  the  stockholders  of  the  Federal  reserA^e  banks  elect  two-thirds 
of  their  directors  as  it  was  intended  should  be  the  case  with  the  Federal  land  banks. 

Generally  speaking  there  is  no  corporation  in  this  country  which  does  not  enjoy 
the  right  to  place  its  securities  on  the  market  subject  to  no  restriction  other  than  the 
approval  of  some  public  officer  to  protect  the  public  against  fraud.  TbB  exetdm  of 
this  right  has  never  involved  the  surrender  of  the  rig^t  to  manage  the  ^^Qferty,  except 
in  the  case  of  the  Federal  land  bank. 

The  Federal  land  bank  is  unique — ^in  a  class  all  by  itself — in  that  it  is  the  oaxly 
privately  owned  politically  m£^n£^<ed  institution  outeide  of  Soviet  Kussia. 

BXibfiONa  ASSIGNED  BY  FARM  LOAN  BOARD  FOR  POUTICAL  MANAGEMENT. 

I  have  made  a  careful  analysis  of  the  various  reasons  assigned  by  the  Farm  Loan 
Board  for  their  effort  to  destroy  the  coopemtive  system  created  by  Congress  in  the 
or^nal  farm  loan  act. 

They  say  that  unless  political  control  is  continued  the  public  will  not  buy  the 
bonds,  that  the  bondholder  has  a  greater  interest  in  the  system  than  the  stockholder; 
that  the  board  represents  the  bondholders,  and  that  permanent  managemeat  by  Uuffla 
or  their  appointees  is  necessaiy  for  the  boiulholders'  protection. 

lNtBB£8TS  OF  BONDHOLDERS  AND  STOCKHOLDERS.     BONDS  PURCHASED  UNDKB 

EXISTING'  LAW. 

The  board  says  in  its  report  (p.  8)  : 

"Experience  has  fully  demonstrated  that  the  stability  of  the  Federal  farm  loan 
bonds  rests  very  largely,  if  not  almost  entirely,  upon  the  close  Government  control 
and  supervision  of  the  Federal  land  banks.  Deprived  of  these,  the  board  can  but 
feet  that  the  continued  sale  of  bonds  in  any  considerable  volume  would  be  at  least 

very  uncertain/' 

Prior  to  the  enactment  of  the  amendment  of  January,  1918,  and  between  the  first 
and  second  Liberty  loan  issues,  "there  was  no  difficulty  in  marketing  nearly 
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$30,000,000  farm  loan  bonds  at  a  substantial  premium."  (First  Annual  Report, 
Federal  Farm  Loan  Board,  p.  19.) 

The  purchasers  of  these  bonds  were  certainly  not  relying  upon  the  continuance  of 
the  political  management  of  the  system  because  the  law  then  provided  for  ilie  nian- 
agement  of  the  banks  by  boards  of  directors,  two-third  of  whom,  were  to  be  elected  by 
fMBk  loan  associations,  to  succeed  the  temporary  boards,  as  soon  as  the  subscriptions 
by  associations  in  any  bank  reached  $100,000.  Eig^t  of  the  banks  had  reached  this 
point  when  this  report  was  issued. 

The  provisions  of  the  act  providing  for  permanent  organizations  have  never  beea 
changed.  Every  bond  sold  since  January.  1918,  has  been  sold  under  the  law  pro- 
viding for  boards  of  directors,  to  be  controlled  by  those  to  be  elected  by  the  associa- 
tions, to  assume  office  upon  the  repurchase  of  the  bonds  held  by  the  Viovc^rnnient. 
As  this  might  happen  at  any  time,  it  can  not  be  said  that  the  bondholders  were  induced 
to  purchase  these  b<mds,  by  the  fact  that  the  banks  were  to  be  managed  by  political 
appointees,  'ntese  boms  sold  because  tiiey  were  secured  by  gilt-edged  farm  mort- 
gages. 

I  will  go  along  in  all  that  has  been  said  about  the  investing  public  being  conser- 
vative, cautious,  and  timid.  I  know  that  the  part  of  the  investing  public  which 
buys  bonds  will  not  invest  unless  satisfied  as  to  the  adequacy  of  the  security.  That 
part  of  the  investing  public  which  buys  stocks  (in  ordinary  times)  often  has  not  so 
much  concern  about  the  safety  of  the  investment,  being  more  keen  for  large  returns. 
But  the  bond  buyer  consults  his  lawyer,  examines  liie  law  under  which  the  bonds 
are  ksued,  inquires  as  to  liie  stability  and  the  current  and  prospective  condition  of 
the  general  industry,  and  asks  for  reports  on  the  fimmdal  resprasibility  of  the  partis 
cular  corporation  issuing  the  bonds. 

Frequently  I  am  called  upon  to  advise  clients  in  such  matters.  Indeed,  conducting 
such  inquiries  for  investors  constitutes  the  nuyor  portion  of  the  business  of  mac^  laige 
and  reputable  law  firms. 

Knowing  this — and  we  all  know  this  to  be  the  practice — how  can  any  sane  man  ask 
you  to  believe  that  the  present  holders  of  Federal  land  bank  bonds,  which  now  atr^re- 
gate  more  than  half  a  billion,  purchased  t^ese  securities  in  ignorance  of  the  provisions 
ot  the  present  law? 

Every  bond  that  has  been  issued  and  every  bond  that  has  been  sold  by  the  FedenU 
land  banks  has  been  issued  and  sold  under  a  law  which  provides,  always  did  provide, 
and  still  does  provide,  that  these  banks  shall  be  owned  and  manaq:ed  by  the  bOT- 
rowers ;  that  the  borrowers  shaU  elect  six  of  the  nine  directors  and  that  the  Government 
shall  appoint  only  three. 

True  and  amendment  was  passed  that  the  temporary  organization  (which  means  an 
oiganization  appointed  wholly  by  the  Government)  of  any  Federal  land  bank  should 
continue  so  long  as  the  United  States  Treasury  holds  a  bond  of  the  said  bank.  But 
the  same  amendment  porvides  that  any  Federal  land  bank  bond  held  in  the  Treasury 
^'oneyearafter  the  termination  of  the  warshall,  upon  30  days 'notice  from  ^eSeo^tary 
of  the  Treasury,  be  redeemed  or  repurchased  by  such  bank  at  par  and  accrued  inteiest. 

No  sane  man  believes  that  an  investor  who  is  so  conservative  and  so  cautious  and  so 
timid  that  he  would  not  buy  a  bond  of  a  bank  managed  by  the  borrowers  woukl  be 
so  careless  and  so  ne^^litjent  of  his  own  interests  as  to  depend  upon  some  secret  arrantre- 
ment  or  understanding  between  a  group  of  bond  houses,  of  whom  he  made  the  purchase, 
imd  a  politically  created  administrative  board  of  the  Government,  the  personnel  of 
which  may  be  changed  at  any  time,  or  which,  by  act  of  Congress,  may  be  wiped  out 
€d  existence,  for  the  continuance  <rf  the  temporary  oiganisation  which  protects  him  as 
an  investor  ao;ainst  the  mimnanagem^t  or  oad  ju^urat  or  sdf ^urterest  of  directors 
representing  the  borrowers. 

The  point  I  would  make  is  this:  Either  these  bonds  were  purchased  freely  and 
gladly  for  what  they  are — bonds  of  a  bank  to  be  controlled  by  the  borrowers — ox  they 
were  sold  by  the  bond  houses  under  fraudulent  representations. 

Mind  you,  1  am  not  charging  that  they  were  sold  under  fraudulent  representations. 
I  am  merely  pointing  out  how  ridiculous  is  the  claim  that  the  investing  public  will 
n6t  buy  tiiese  bonds  if  the  borrowers  are  given  control  of  their  own  banra,  as  the  law 
originally  and  still  provides.  These  securities  wwe  not  sold  on  fraudulent  represent 
tation.  They  can  not  be  sold  on  fraudulent  representation.  The  <mly  ftaudulent 
thing  about  this  whole  proceeding  is  the  present  claim  that  they  can  not  be  sold  at 
all  if  the  borrowers  are  given  their  rights.  In  other  words  the  only  fraud  I  know  of  in 
connection  with  it  is  the  one  which  the  Farm  Loan  Board  is  now  seeking  to  perpetrate 
upon  borrowers  who  ow"n  the  stock  of  these  banks. 

The  stock  in  the  Federal  land  banks  is  held  by  national  farm  loan  associations. 
These  were  intended  to  be  a  p^manent  part  of  the  system.  By  taking  in  new  mem- 
besBB,  from  year  to  year,  old  maturing  Btock  is  constantly  being  replaced  by  new  sub* 
sciipti<ms. 
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If  the  board  was  lefenins  to  the  stockholder  in  the  farm  loan  associations^  it  is  safe 
to  say  that  no  present  stoA  holder  will  have  had  his  stock  retired  during  the  incum- 
bency of  the  present  members  of  the  Federal  Farm  Loan  Board.  Neither  the  stock 
of  the  borrower  in  an  association,  nor  the  stock  of  an  association  in  the  bank  can  be 
sold.  The  sale  of  the  latter  is  expressly  prohibited  by  the  act,  and  the  sale  of  the 
former  is  prevented  by  the  fact  that  it  must  be  deposited  as  collateral  security  for  the 

Thus  each  stockholder,  unless  he  sells  his  farm,  is  a  stockholder  for  at  least  33  yeoss. 
It  is  safe  to  say  that  in  no  other  corpcration  is  such  pennaneney  assured. 

The  board  says  that  the  purchaser  of  a  $10,000  bond  has  an  interest  equal  to  twenty 
limes  that  of  a  borrower  of  $10,000,  because  the  latter  only  buys  $500  of  stock.  They 
overlook  the  additional  liability  of  S500  imposed  upon  the  borrower. 

But  even  considering  this  additional  liability,  it  can  not  be  said  that  the  stock** 
holder  have  but  one-tenth  the  interest  of  the  bondhdd^.  If  each  were  to  shoi©  the 
profits  and  losses,  and  secure  the  return  of  his  piindpfll,  m  proportioii  to  his  con- 
tributions to  the  funds  of  the  b«ak,  the  pr(moaitioi&  of  the  board  would  be  sound. 
Such  however,  is  not  the  case.  The  stockholder  assumes  the  risk  of  losmg  his  stock, 
his  profit  and  an  additlcmal  amount  equal  to  his  stock  before  the  bcsodholdezs  loses 

even' his  profit.  ,  ^  ^     ,  i.  u 

On  the  theor^^  advanced  by  the  board,  the  Federal  Reserve  Board  should  name 
the  majority  of  the  directors  of  national  banks,  because  the  deposits  exceed  the  capital 

Because  the  owner  loses  everything  before  a  mortgagee  loses  anything,  the  bond- 
holders of  a  corporation  are  never  conrad^red  to  have  such  an  interest  in  the  mortgaged 
property  as  to  give  them  the  right  to  manaro,  until  there  has  been  a  d 

of  mther  the  {oindpal  or  intefset  d  the  ^bt. 

BOKBHOIDBBS  3PUI<LY  .RBPn£S£NTED, 

The  board  claims  to  represent  the  bondholders,  and  therefore  should  name  a  majority 
of  the  directors  of  the  Federal  land  banks.  ^  ^     <  .  ^  ^  *v 

The  directors  of  the  Federal  land  banks  have  no  discretion,  not  subject  to  tbe 
approval  of  the  Federal  Farm  Loan  Boazd,  over  any  matter  meh  can  advcasely 

affect  the  interests  of  the  bondholdeis.  <.      i    .  j 

Loans  by  Federal  land  banks  must  be  secured  by  first  mortgage  on  farm  lands,  and 
can  not  exceed  50  per  cent  of  the  value  of  the  land  mortgaged  and  20  per  cent  o£  the 
value  of  the  improvements  thereon.    (Sec.  12.)  •  ^  ^ 

No  loan  can  be  made  without  the  approval  of  appraisers  who  are  appointed  by, 
and  are  under  the  direction  of,  the  Federal  Farm  Loan  Board  (sec,  10);  Federal  land 
banks  can  not  issue  bonds  without  the  approval  of  the  Farm  Loan  Board  (sec.  18), 
nor  in  excess  of  20  times  the  amount  of  their  capital  and  surplus  (sec.  14);  and  SUCH 
bonds  shall  be  issued  only  upon  such  mortgages  as  shall  be  acc^rted,  to  that  pnrpose, 
by  the  Federal  Farm  Loan  Board.   (Sec.  18.)  ^  -  , 

In  case  of  default,  by  any  Federal  land  bank,  m  the  payment  of  the  principal  or 
interest  of  its  bonds,  all  other  Federal  land  banks  are  proportionably  liable  (sec-  21); 
which  liability  is  to  be  enforced  by  the  Federal  Farm  Loan  Board.    (Sec.  1  / .) 

Twenty-five  per  cent  of  the  net  earnings  of  Federal  land  banks  shall  be  carried  to  a 
reserve  until  such  reserA^e  equals  20  per  cent  of  the  outstandmg  capital  stock,  and^re^ 
after  5  per  cent  of  the  net  earnings  shall  be  annually  carried  to  audi  wwrve.  IWien- 
ever  any  reserve  shall  be  impaired  below  20  per  cent  of  the  capital,  it  shall  be  restored 
to  such  amount  before  any  dividends  are  declared.  Such  reottvea  shall,  be  utvetted 
as  directed  by  the  FedCTSlBton  Loan  Board.   (Sec.  23.) 

All  salaries  fixed  by  the  directors  of  Federal  land  banks  are  subject  to  the  approval 
of  the  Federal  Farm  Loan  Board.    (Sec.  4.)  .  ,  • 

The  Federal  Farm  Loan  Board  is  also  authorized  *'to  exercise  general  supervisory 
authoritv  over  the  Federal  land  banks   *   *  (Sec.  17.)        ,  ^  ^  , 

From  ^the  above-mentioned  provisions  of  the  act  it  is  clear  that  U>ngre68  MS 
specifically  given  to  the  Federal  Farm  Loan  Board  dhect  authority  over  0Vwy 
element  which  may  affect  the  security  of  the  bondholders. 

INTEKSSTS  OF  TOOttFtOTiVIS  JiOBBOWSRS. 

* 

The  Federal  farm  loan  act  makes  all  charges  against  borrowers  to  be  made  by  Federal 
land  banks  subject  to  refutation  by  the  Federal  Farm  Loan  Board.  (Sees,  ia-9  and 
17d0 
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The  act  fixes  the  n^iwy^"™  interest  rates  to  be  charged  (sec.  12)  and  authorizes  the 
Federal  Farm  Loan  Board  to  review  and  alter  such  interest  rates.    (Sec.  17. ) 

Thus  nothing  which  can  effect  the  prospective  bocrpwor  is  left  to  the  discretion  of 
the  diiedtars  of  the  land  banks. 

OOYSIBNltENX  AS  STOCKHOLDER. 

By  the  provisions  of  section  5  of  the  act,  when  subscriptions  by  National  Farm  Loan 
Associations  to  the  stodk:  of  any  bank  reach  $750,000,  25  per  cent  of  the  subsequent 
subscriptions  are  to  be  used  to  reUre  the  Government's  stock.  The  stock  owned  by 
the  Government  is  not  entitled  to  participate  in  dividends.   (Sec.  6.) 

Thusiu)  action  by  the  directm  can  adT^»dy  aSect  theGovefnmwt  as  a  stockholder. 

INT£n£STS  OF  NAXXOliAIi  FAnM-LOAK  ASSOCIATIONS  SUBJECT  TO  COMTEOIi  BY  DIRECTORS. 

While,  as  we  have  already  shown,  the  discretionary  powers  of  the  boards  of  directors 
of  these  banks  are  so  limited  that  neither  the  interests  of  the  Government  as  a  stock- 
holder or  as  a  bondholder,  the  int^reste  of  any  other  boiulholder,  nor  l3ie  interests  of 
the  prospective  borrowers  can  be  unpaired  by  their  aetumt  yet  mey  are  vested  with 
powers,  the  i»x>per  exercise  of  which,  is  of  vital  importance  to  the  ni^<Hial  faaan-loan 
aasecuitiona  as  etockhokletfl* 

NO  CONTROIi  OVER  LOANS. 

While  the  directors  of  a  Federal  land  bank  can  not  prejudice  the  interests  of  bond- 
holders by  making  loans  without  the  approval  of  the  Farm  Loan  Board,  the  national 
farm  loan  associations,  as  stockholders,  nave  no  protection,  to-day,  against  the  making 
of  loans  by  the  appointees  of  the  Farm  Loan  Board,  which  meet  with  the  approval 
of  that  boardj  but  which  do  not  meet  with  the  approval  of  the  farm  loan  associations. 

LOSSES  BJBDUCa  DIVIDSNDS. 

Losses  are  chargeable,  first,  against  reserves  set  aside  out  of  net  earnings,  and  these 
reserves  must  be  made  good  before  net  earnings  are  available  for  dividends.  (Sec. 
23.)  As  the  farm  loan  associations  own  practically  all  of  the  dividend  earning  stock, 
they  are  the  ones  prinuoily  intejrested  in  preventixig  losses. 

LOSSES  FALL  ON  ASSOCIATION  STOCKHOLDERS. 

The  stock  of  the  Government  is  to  be  retired  at  par  out  of  the  proceeds  of  sub- 
scriptions by  farm  loan  associations.  Thus  any  losses,  which  can  not  be  met  out 
of  reserves  and  earnings,  fall  upon  the  farm  loan  associations  as  stockholders.  Their 
entire  investment  is  wipei  out  before  either  the  Government  or  a  bondholder  can 
lose  a  c^t,  yet  they  are  deprived  of  any  voice  in  ihe  management  of  this  property. 

m&EGXORS  l^ETERMINE  MVIDEND  RATE. 

As  the  owners  of  practically  all  of  the  dividend  earning  stock,  the  national  farm 
loan  associations  are  solely  interested  in  the  extent  to  whidi  net  earzungs,  available 
for  dividends,  shall  be  distributed  as  such.  This  is  a  matter  of  more  vital  importance 
to  these  stockholders  than  to  the  stockholders  in  any  ordinary  business  corporation. 

In  an  ordinary  business  corporation  any  surplus  accumulated  enhances  the  value 
of  the  stock,  and  the  stockholder  receives  the  benefit  of  such  undivided  surplus 
upon  the  sale  of  the  stock.  The  stock  of  national  farm  loan  associations  can  neither 
be  sold  nor  hypothecated.  (Sec.  5.)  This  stock  may.  in  the  discretion  of  the  direc- 
tors of  the  bank,  and  with  the  approval  of  the  Farm  Loan  Board,  be  paid  off  at  par 
and  retired  at  any  time,  and  must  be  paid  off  at  par,  upon  the  repayment  of  tiie  loan, 
in  connection  with  which  it  was  subscribed.  (Sec,  7.)  Thus  the  rightof  the  stock- 
holders to  their  proportionate  rfuire  of  the  undivided  profits  of  the  bank,  may  be 
forfeited  by  action  of  the  directors  of  the  bank  and  are  forf^ted  unless  such  pronta 
are  divided  as  dividends  before  the  stock  is  retired. 

The  aggregate  dividends  paid  by  all  the  Federal  land  banks  to  October  31,  1922, 
were  $4,022,141.74,  and  the  undivided  profits  still  held  by  the  banks  on  tiiat  date  in 
addition  to  surplus  and  reserve  were  §4,470,878.40. 

Thus  the  banSs  are  holding  a  sum,  available  for  dividends,  which  exceeds  aU 
dividends  paid.  If  the  cooperative  spirit  of  the  law  is  to  be  carried  out,  this  fund 
should  be  distributed  among  those  who  have  contributed  to  it  in  like  propcHrtaon  to 
their  contributicms.  That  the  profits  (Atiie  banks  should  be  disbributed  among  the 
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borrowers  and  thus  give  them  their  money  ftt  cost  is  implied  in  the  contract  between 

the  borrowers  and  the  banks,  and  is  the  very  purpose  of  requiring  them  tQ  subscribe 
to  the  capital  and  assume  the  liability  for  losses  of  the  banks.  No  one  has  any  le^ti- 
mate  claim  upon  this  fund  except  the  stockholder,  yet  their  rights  to  it  are  subject 
to  forfeiture  unless  a  majority  of  the  directors  protect  their  interest  in  it. 

It  is  claimed  hy  the  political  management  that  the  withholding  of  these  undivided 
profits  from  the  borrowers  is  necessary  to  insure  the  prompt  payment  of  the  principal 
and  interest  of  the  bonds  when  due.  If  the  scheme  of  making  direct  loans  without 
indorsement  and  by  eliminating  the  association  indorsement  by  permitting 
associations  to  liquidate  as  provided  in  these  three  bills  be  adopted,  there  is  some 
foundation  for  this  position,  but  tmder  existii^  conditions  when  all  defaults  fall 
hack  on  the  associations  to  meet  as  indomerBj  ibme  is  no  justification  fw  withholding 
over  half  of  the  net  profits. 

The  law  should  be  so  amended  as  to  divide  the  borrowers  into  classes,  and  pay  to 
each  class,  upon  the  retirement  of  their  stock,  all  accured  earnings  upon  their  stock 
which  have  not  been  distributed  as  dividends.  Until  their  rights  to  the  undivided 
IMTofits  are  so  protected,  and  so  long  as  such  rights  are  subject  to  forfeiture  by  action 
of  Hie  directors^  if  tihese  coop^tive  owners  are  to  enjoy  the  frtdts  of  cooperation  ^ba&y 
must  have  a  majority  of  the  directm. 

niBBCTOBS  IKmATB  BOKD  ISS0BS. 

> 

While  no  bonds  can  be  issued  without  the  approval  of  the  Farm  Loan  Board,  yet 
none  can  be  issued  without  the  bank  applying  for  that  privilege.  Whether  the 
business  of  the  bank  shall  be  speeded  up  and  expanded,  so  as  to  meet  the  demands 
upon  it,  and  do  the  lai^est  possible  business  wim  the  least  overhead  expense,  is  a 
matter  entirely  within  the  control  of  the  directors  of  the  banks. 

The  ability  to  name  the  personnel  of  the  banks'  oi^anization  is  anoth^  &ctor 
which  has  a  direct  bearing  on  the  percentage  of  expense  to  business  done. 

The  policy  of  the  management  of  the  banks  with  respect  to  the  amount  of  business 
to  be  done  and  the  character  of  the  personnel  are  the  two  most  important  factors 
affecting  dividends. 

I  believe  that  the  foregoing  review  of  the  provisions  of  the  Federal  farm  loan  act 
warrants  the  condusion  uiat  Gcmeress  has  protected  the  Government  against  loss  as  a 
stockholder  by  tibe  provisions  of  me  law,  and  the  bondholders  by  the  discretion  it  has 
vested  in  the  Federal  Farm  Loan  Board,  but  has  vested  in  the  boards  of  directors  of 
the  Federal  land  banks  most  important  discretionary  powers  vitally  affecting  the 
property  rights  and  interests  of  the  national  farm  loan  associations  as  stockholders, 
which  can  not  be  protected  unlees  they  be  given  the  right  to  elect  a  majority  of  such 
directors. 

BEDUCINQ  NU3CBER  OF  DmSOTOBS. 

Hie  Strong  bill  TOOvides  for  boards  of  seven  directors  instead  of  nine  as  provided  by 
the  original  act.  The  Norbeck  bill  provides  for  boards  of  six  direct(»8*  The  present 
boards  of  "  temporarv"  directors  consist  of  five  members. 

T  have  already  called  attention  to  the  letter  of  Judge  Lo})dell  to  Seiiator  Kenyon  in 
which  he  takes  the  position  that  there  is  a  physical  limit  on  the  capadlty  of  the  banks 
to  do  business. 

As  the  banks  were  manifestly  intended  to  meet  the  full  demand  upon  them,  and  as 
it  is  within  the  power  of  the  banks  and  the  board  to  employ  all  the  help  required  to 
accomplish  that  purpose,  this  physical  limitation  was  difficult  to  imderstand. 

In  April,  1922,  Mr.  A.  F.  Lever,  then  a  member  of  the  Farm  Loan  Board,  appeared 
before  a  subcommittee  of  the  Senate  Committee  on  Banking  and  Currency.  He  ex- 
plained that  the  delay  in  acting  upon  the  disposing  of  applications  was  not  due  to  a 
lack  cf  help.  He  attril)uted  it  to  the  fact  that  the  applications  must  be  passed  upon 
bv  committees  of  the  directors  of  the  bank.    (See  Iteport  of  hearings  on  S.  620  and 

2ls;:l,  Apr.  8  and  15,  1922,  p.  47.) 

For  over  a  year  there  has  been  a  general  complaint  from  all  parts  of  the  country 
because  of  the  delay  of  the  banks  in  acting  upon  applications,  Fora  lon§  time  applica- 
tions were  being  held  from  two  to  four  months  before  acceptance  or  rejection.  This 
was  a  just  cause  for  general  diseatisfaction.  Farmers  would  apply  for  loans  a  reasonable 
time  before  maturing  mortgages  became  due.  They  would  wait  until  the  last  minute 
without  making  other  arrangements  for  money.  When  the  time  fot  renewal  arrived 
tiiey  would  1)0  forced  to  accept  any  terms  offered  by  private  mortagage  hankers. 

Lender  these  conditions,  it  does'  not  seem  advisable  that  the  number  of  directors, 
provided  for  in  the  original  act,  be  reduced. 
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DIVISION  OF  LAND  BANK  DISTRICT. 

The  provision  of  this  bill,  authorizing  the  board,  before  each  election  of  directors, 
to  divide  each  hxid  bank  district  into  three  districts  is  a  good  one.  The  land  bank 
districts  are  lai^.  Oonditions  in  dififerent  parts  of  each  district  vary.   It  is  important 
that  the  different  sections  of  the  land  bank  districts  be  represented  by  men  familiar 
local  conditions  and  reqairements. 

TXaaCt  LOANS  AND  UaiTIDATION  OF  A880GIATI0N8. 

All  of  these  bills  provide  in  section  15  as  follows: 

*'That  whenever  it  shall  api)ear  to  the  Federal  Farm  Loan  Board  to  be  necessary 
to  the  proper  service  of  borrowing  farmers  in  any  locality  said  board  may,  in  its  dis- 
cretion, authorize  Federal  land  banks  to  make  loans  on  mrm  lands  direct  to  borrowers 
and  to  designate  local  agents  to  receive  such  aDplications  and  represent  the  bank  in 
closing  such  loans."  The  agents  are  authorizea  to  collect  from  the  borrower  a  com- 
mission, to  be  approved  by  the  board,  not  to  exceed  1  per  cent.  Each  direct  borrower 
is  to  be  required  to  purchase  stock  in  the  Federal  land  bank  for  an  amount  equal  to  5 
per  cent  of  his  loan,  and  the  law  imposes  a  double  liability  for  the  debts  of  the  bank. 
Such  stock  is  to  carry  direct  voting  power,  draw  dividends,  be  subject  to  retirement 
and  be  held  by  the  bank  as  collateral  for  the  loan  the  same  as  stock  held  by  farm 
loan  associations,  except  that  no  one  person  may  vote  more  than  twenty  shares. 

AU  these  bills  authcnize  farm  loan  associations  to  liquidate  upon  a  vote  of  two 
thirds  of  the  membra,  provided  they  have  no  debts,  aira  none  of  its  membMB  aie 
delinquent  on  payments  due  the  bank. 

The  Strong  bill,  (H.  R.  13125)  and  the  Norbeck  bill  provide  that  the  stock  of  the 
li(][uidating  association  in  the  bank  shall  be  cancel^  and  bank  stock  shall  be  issued 
direct  to  the  borrowers  in  its  place. 

INDOBSEMENT  EUUIKATBD. 

It  will  be  noted  that  tibe  provioon  for  direct  loans  does  not  require  that  they  be 
indorsed  by  anybody.  All  loans  now  made  are  indorsed  by  either  a  farm  loan  asso- 
ciation or  by  the  agent  through  which  they  are  made;  and  such  agent  must  be  a  re- 
sponsible financial  institution  incorporated  under  State  law. 

Does  the  double  liability  assumed  by  direct  borrowers  on  their  stock  serve  the 
same  purpose  as  the  endorsement?  It  by  no  means  does.  Let  us  consider  how  the 
system  now  operates,  and  how  it  will  operate  if  any  of  these  bills  be  enacted. 

Under  the  present  system,  if  an  association  member  defaults,  the  bank  first  looks 
to  the  dividends  due  the  assodatioA  from  the  bank.  In  case  of  direct  loans  the  bank 
can  only  have  recourse  to  the  dividend  on  the  stock  held  by  the  defaulting  bonoweifl 
This  would  be  but  a  small  fraction  of  the  payment  due.  In  case  of  a  10  per  cent 
dividend  it  would  only  be  5  per  cent  semiannually  or  J  of  1  per  cent  of  the  loan,  while 
the  semiannual  payment  in  default  would  be  from  3  to  3i  per  cent. 

Under  the  present  system  the  bank  has  the  dividend  due  the  association  upon 
stock  equal  to  5  per  cent  of  the  aggregate  of  the  loans  of  all  its  members.  In  most 
instances  this  more  than  covers  all  defaults,  and  the  payment  is  carried  as  paid  on 
the  books  of  the  bai^. 

If  the  dividends  due  the  association  are  not  sufficient  to  cover  the  i>ayments  of 
defaulting  members  the  surplus  or  undivided  profits  of  the  association  can  next  be 
looked  to  to  meet  the  default.  In  case  these  are  not  sufficient  the  association  reserve 
is  available.  In  addition  to  this  is  all  of  the  stock  held  by  the  association  in  the  bank, 
and  not  merely  the  stock  issued  upon  the  loan  of  the  defaulting  borrower  or  borrowers. 
When  these  moneys  of  the  association  arc  exhausted,  there  is  the  double  liability  of 
all  the  memijers  of  the  association  to  Ijc  enforced.  Thus  before  a  loss  falls  upon  the 
bank  and  through  it  upon  the  borrowers  generally,  we  have  the  dividends  due  the 
association  which  endorsed  the  loan,  the  undivided  profits,  surplus,  reserve  and  dbuble 
liability  of  the  members  of  that  association  to  be  exhausted*  Under  this  system  it 
takes  a  series  of  general  calamities  such  as  successive  crop  Mluies  to  bring  about  a  loss 
which  will  impair  the  assets  of  the  bank. 

Under  the  plan  of  direct,  unendorsed  loans  the  loss  falls  immediately  upon  the  bank. 
The  double  liability  of  the  defaulting  borrower  is  no  additional  security  l)ecause  he 
is  liable  for  the  fuU  amount  of  the  loan  anyway.  The  double  liability  o\  other  direct 
borrowers  cannot  be  enforced  until  the  assets  of  the  bank  have  been  exhausted.  In 
other  words  the  bank  must  be  insolvent  before  the  double  liability  of  direct  borrowers 
is  available.  It  is  then  available  only  for  the  purpose  of  protecting  the  bondholdem 
against  loss. 
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The  marketability  of  bonds  dfepends  not  only  on  the  value  of  the  security  but  upon 
ike  ability  of  the  bank  to  pay  the  interest  and  principal  when  due. 

The  mortgaged  fanns  may  represent  vidues  far  in  excesB  of  tiie  amount  of  bonds 
outstanding,  but  investors  do  not  want  to  wait  until  mortgages  are  fweclosed  to  ^t 
what  is  due  them.  They  do  not  want  to  go  through  the  endless  processes  of  litigation 
incident  to  the  liquidation  of  a  bank.  If  there  should  at  any  time  be  the  slightest 
delay  in  the  payment  of  the  interest  on  farm  loan  bonds  the  market  for  thm  would 
be  gone  entirely. 

The  ability  of  the  banks  to  pay  the  interest  and  principal  of  their  bonds  promptly 
when  due  depends  entirely  upon  their  ability  to  collect  the  interest  and  amortization 
payments  promptly.  One  of  the  first  things  an  investor  looks  to  is  the  amoimt  a  bank 
is  carrying  as  delmquent  payments.  One  thing  that  has  made  Federal  land  bank 
bonds  an  attractive  investanent  at  low  rates  of  interest  has  be^  tiie  fact  that  the  banks 
have  been  able  to  pass  along  these  delinquencies  to  the  associations  by  deducting  them 
from  the  dividends,  and  otherwise  enforcing  the  association's  liability  on  the  indorse- 
ment. All  delinquencies  on  unindorsed  direct  loans  must  be  earned  by  the  bank 
itself,  and  any  losses  suffered  directly  affect  the  assets  of  the  bank. 

It  is  claimed  by  those  who  propose  this  change  that  whether  loans  are  made  through 
associations  or  direct  to  borrowers,  the  only  security  is  the  mortgages  and  double 
liability  on  the  stock.  This  is  true.  The  vast  difference  between  the  two  methods, 
however,  is  that  under  the  present  system  a  large  percentile  of  the  dividends  paid  by 
the  banks  are  held  by  the  associations  as  surplus  and  reserve,  available  f<^  the  pay- 
ment of  delinquencies,  and  the  double  liability  on  the  stock  is  where  it  can  be  en- 
forced when  tixe  payments  are  due  the  bank  and  before  the  assets  of  the  bank  are 
affected,  while  under  the  proposed  system  this  double  liability  cannot  be  en&urced 
until  the  bank  has  become  insolvent. 

Under  these  conditions  it  must  be  appararent  to  anyone  that  the  enactment  of  any 
of  these  bills  authorizing  direct  unendorsed  loans  is  l)ound  to  decrease  the  market- 
ability of  the  bonds,  increase  the  interest  rate  on  the  bonds,  and  thus  increase  the 
interest  rate  to  the  &nners. 

As  a  practical  demonstratifm  of  the  soundness  of  my  position  that  direct  loaning, 
without  indorsement  will  increase  the  interest  rate  I  cite  the  case  of  the  joint  stock 
land  banks.  Theix  bonds  are  secured  by  the  same  kind  of  mortgages,  they  are  subject 
to  the  same  supervision,  their  stockholders  carry  the  same  doulde  liability  and  their 
ratio  of  capital  to  outstanding  bonds  is  higher  than  in  the  cas(i  of  the  Federal  land 
banks.  If  the  theory  of  those  proposing  this  legislation  is  correct,  the  fact  that  the 
joint  stock  land  banks  must  have  $1  of  capital  for  every  $15  of  bonds  should  make 
their  bonds  a  better  security  than  the  Federals'  with  only  one  dollar  of  capital,  and 
a  borrowed  dollar  at  that,  for  every  twenty  dollars  of  bonds.  The  joint  stock  land 
banioB'  loans  are,  however,  not  indorsed.  As  a  result  they  are  now  being  compelled 
to  pay  5  per  cent  on  tiheir  bonds  when  the  market  is  taking  all  the  Federal  land  ranks 
bonds  it  can  get  at  4J  per  cent. 

Now  that  the  public  has  become  educated  to  buy  these  bonds  for  what  they  are, 
now  that  a  market  has  been  created  which  is  absorbini^  them  as  fast  as  they  are  offered 
for  sale  at  a  constantly  decreasing;  rate  of  interest,  why  tamper  with  the  system  and 
decrease  the  security?'  Why  destroy  the  market  for  bonds  backed  by  indorsed  loans 
when  those  desiring;  direct  unendorsed  loans  can  secui'e  them  from  another  branch 
of  the  system?  Why  compel  those  who  are  willing  to  cooperate  in  order  that  they 
may  secure  low  rates  of  interest  to  pay  higher  rates  because  some  burners  do  not  wim 
to  join  cooperative  organizations? 

BXVJBOr  OF  mRBCT  XiOAHINO  ON  ASSOCIATIONS. 

I  have  already  shown  that  the  losses  on  direct  unindorsed  loans  fall  directly  upon 
the  Federal  land  banks.  These  losses  must  be  met  first  out  of  undivided  profits, 
then  out  of  reserve,  then  out  of  capital  and  finally  out  of  the  double  liability. 

To  the  extent  that  these  losses  are  met  out  of  imdivide  profite,  the  ability  of  the 
bank  to  pay  dividends  is  decreased.  If  the  reserve  is  depleted  no  dividends  can 
be  i>aid  until  the  reserve  is  restored.  Any  impairment  of  capital  must  be  made  good 
by  the  stockholders.  Thus  such  losses  on  direct  unendorsed  loans  must  be  borne 
by  all  the  stockholders  proportionately  including  the  farm  kNUi  iwoeiationB  and 
through  them  their  members.    What  is  the  net  result? 

The  losses  on  loans  made  through  associations  are  first  borne  by  the  associations 
through  which  the  loans  are  made.  Such  losses  do  not  fall  upon  the  banks  and  through 
it,  upon  the  general  body  of  its  stockholdres  until  the  resources  of  the  association,  in- 
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eluding  the  double  liability  of  its  members,  have  been  esdmusted.   The  result  is 
the  associations  must  meet  their  own  individual  losses  and  in  addition  thereto  bear  tneir 
proportionato  shai^  of  ike  losses  on  direct  loans,  while  llie  direct  borrowers  are  not  even 
affected  in  Hidir  dividends  on  losses  tluou^h  associations  until  the  members  et  the 

associations  have  been  compelled  to  pay  their  double  liability. 

What  relief  is  offered  the  association  by  these  bills?  Here  is  where  the  niRger  comes 
out  of  the  woodpile.  They  may  liquidate.  The  injustice  that  would  be  done  to  the 
associations  by  making  direct  unindorsed  loans  was  recognized  by  those  who  conceived 
this  i)lan.  The  bills  afford  them  a  means  of  escaping  it.  They  can  voluntarily  pass  out 
of  existence 

If  any  of  these  bills  become  a  law,  any  member  d  an  assodati^  who  would  not  Vjoto 
for  the  liqiddalion  of  his  Msodftlion  should  have  his  head  exantined. 

If  loans  are  to  be  made  wi^ont  indorsements  upon  which  the  associations,  as  stock- 
holders in  the  banks,  are  to  share  the  losses,  and  the  assodation  members  can  escape 
the  additional  burden  of  bearing  their  own  losses,  as  indorsers,  by  the  simple  expedient 
of  liquidating  and  automaticaUy  becoming  direct  unindorsed  borrowers,  why  should 

thev  not  do  so?  .     •  j      -r  * 

For  the  same  reason  that  the'existins:  associations  will  doubtless  hqmdate  if  any  M 
these  Inlls  are  passed,  new  borrowers  will  choose  the  direct  method  of  securing  loans 
rather  than  through  an  assocaatkm.  What  sane  man  would  assume  an  immediate 
liability  as  a  stockhold^  of  an  indorsing  corporation  when  he  can  get  his  loan  by  merely 
assuming  the  remote  liabilitv  of  loss  when  the  bank  can  no  longer  meet  its  obligations. 
Whoever  conceivBd  tiie  idea  of  putting  into  these  bills  the  provision  permitting 
direct  borrowers  to  organize  into  an  association  eith^  had  small  knowledge  of  the  effect 
of  this  scheme  or  a  laree  sense  of  humor. 

The  enactment  of  these  pro\dsions  means  the  end  of  the  associations  as  a  part  of  the 
Federal  land  bank  system.  Soon  after  he  was  appointed  Judge  Lobdell  stated  that, 
unless  the  associations  were  eliminated  within  a  year,  he  would  resign.  He  has  not 
resigned  yet,  hut  these  bills  ^dence  the  fact  tiiat  neithcnr  has  he  ^fiscontinned  Ids 
att^pt  to  kill  oS  the  associations. 

COOPS&iktZVB  PBOFEtS. 

The  law  requires  the  ])anks  to  set  aside  25  per  cent  of  their  net  mrnings  as  a  reserve 
until  such  reserve  equals  20  per  cent  of  the  capital,  after  wliich  but  5  per  cent  need  go 
to  the  reserve.  All  defaults  are  to  be  charged  to  such  reserve.  The  assodations  axe 
req  uired  to  set  aside  10  per  cent  of  their  net  earnings  as  a  reserve  until  the  reserve  equals 
20  per  cent  of  their  capital,  after  which  2  per  cent  is  required  for  this  purpose.  In 
either  case,  if  the  reserve  is  impaired  it  must  oe  made  eood  b  ef ore  further  dividends  can 
be  declared.  After  providing  for  these  reserves,  law  declares  that  all  net  earni^ 
are  available  for  dividends. 

The  law  contemplated  that  through  tlie  distribution  of  such  dividends  the  farmer 
borrower  would  iret  what  would  amount  to  a  rel^ate  on  his  interest  payments,  and  thus 
secure  the  use  the  use  of  the  money  borrowed  for  the  actual  cost  thereof.  Notwith- 
standing this  provision  of  the  law,  aiid  the  further  fact  that  earnings  not  distributed  as 
di\idends  are  forfeited  to  the  bank  upon  retirement  of  stock,  the  banks  have  distributed 
lees  than  half  of  the  combined  net  eamiii^,  available  for  that  purpose,  as  dividends. 

Under  the  present  system  of  indorsed  loans,  with  delinquencies  being  met  by  the 
assodationB,  uiere  k  no  excuse  for  this  withholding  of  this  large  percentage  of  the  net 
eamigns.  If,  however,  any  of  these  bills  become  a  law,  with  no  indorsor  to  pass  the 
delinquency  on  to,  the  withholding  of  this  enormous  fund  from  the  borrowers  will 
not  only  be  justified,  but  absolutely  necessary  to  the  stability  of  the  bank.  This 
will  be  true  because  the  double  liability  will  no  longer  be  available  to  save  the  bank 
from  loss,  but  will  only  be  available  after  losses  have  wrecked  the  bank  by  wiping 
out  its  reserves,  and  capitid.  Under  the  present^  system  the  doable  Uability  is  to 
save  the  bank  from  loss.  Under  these  bills  the  double  UabUity  is  to  save  the  cieditota 
of  a  wrecked  and  insolvent  bank  from  loss. 

The  double  liability  of  the  present  borrower  through  an  association  can  be  indorsed 
before  the  bank  suffers  a  loss  to  even  its  net  earnings.  The  double  lialnlity  of  the 
direct  borrower  as  a  stockholder,  can  not  even  be  resorted  to  to  make  good  an  impaired 
reserve  or  depleted  capital.  It  is  of  no  use  to  the  bank,  to  save  its  credit.  Its  only 
purpose  is  to  protect  the  bondholders  when  the  assets  of  the  hank  are  insufficient  to 
meet  its  liabilities. 

Under  these  eonditbns  it  will  be  necessary  to  accumulate  and  hold  such  a  propor- 
tion of  the  net  earnings  as  a  protection  agatnst  loss  that  the  prospect  of  substantial 
dividends  become  remote  indeed.  Thus  we  see  the  end  not  only  of  the  cooperative 
nmts  ol  the  syst^  but  of  the  coopmtive  dianng  of  profits  aa  welL 
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WHT  DESTROY  ASSOCIATIONS. 

For  some  time  there  Ims  been  a  i>er8i8tent  eifoert  to  either  do  away  with  the  fiurm 
loan  associations  entirely,  or  so  hamper  their  operations  that  they  would  die  a  natuxaJ 
death.    I  have  been  able,  so  far  to  trace  this  movement  to  three  sources. 

The  Farm  Loan  Board,  and  particularly  Judge  Lobdell,  the  farm  loan  commissioner, 
have  little  use  for  the  associations.  I  nave  already  quoted  from  their  reports  and 
utterances  sufficient  to  show  this.    They  claim  that  the  association  is  inefficient. 

The  manuscript  of  these  very  bills  was  taken  to  at  least  one  United  States  Senator 
by  the  Washington  representative  of  the  American  Farm  Bureau  Federation  with 
thQ  request  that  he  introduce  it.  Mr.  Howard,  former  president  of  the  Farm  Bureau 
Federaticm,  told  me  that  his  objection  to  the  association  was  that  it  was  hard  to  find. 

About  a  year  ago  a  committee  of  the  American  Bankers  Association  came  to  Washing- 
ton to  sponsor  a  similar  movement.  At  a  conference  between  this  committee,  Mr, 
Howard,  and  myself,  both  the  chairman  of  the  committee  and  Mr.  Howard  took  the 
position  that  the  country  bank  was  a  more  efficient  agent  for  the  system  than  the 
farm  loan  association.  This  committee  wanted  the  banks  to  get  the  compensation 
now  going  to  the  secretary-treasurer  but  did  not  vrant  them  to  assume  any  liability 
aaindcmeis. 

I  told  Mr.  Howard  and  this  committee  what  I  repeat  now  to  be  the  fact,  that  the 
associations  have  been  so  efficient  that  they  have  produced  twice  the  business  the 
banks  have  been  able  to  handle.  Because  the  association  is  the  part  of  the  system 
the  farmer  has  come  into  contact  with,  there  has  been  a  tendency  to  blame  it,  for 
the  shortage  of  funds  and  the  interminable  delays  in  acting  on  applications.  These 
are  matters  over  which  the  associations  have  had  no  control.  The  responsibility  for 
the  shortage  of  funds  and  delays  is  entirely  upon  the  banks  and  the  board. 

After  a  rail  discussion  of  the  subject  the  bankers'  comnuttee  saw  that  the  plan  they 
proposed,  wldeh  is  the  same  as  provided  for  in  these  bills,  was  wholly  inconsistent 
with  the  Goopendve  principles  upon  wMch  the  system  is  based;  th^  abandoned  tiie 
project. 

Many  country  bankers  have  done  great  service  for  the  cooperative  branch  of  the 
farm  loan  system.  They  have  organized  associations  and  are  to-day  acting  as  secretary- 
treasurers.  Many  have  opposed  the  system,  but  realizing  tliat  it  is  here  to  stay,  now 
want  to  *'horn  in  "  and  "get  a  rake-off." 

NO  NSGsssmr  tor  aobnts. 

The  bill  authorizes  the  appointment  of  agents  "whenever  it  shall  appear  to  the 
Federal  Farm  Loan  Board  to  be  necessary  to  the  proper  service  of  borrowing  farmers." 

There  are  but  about  4,400  national  farm  loan  associations,  covering  practically  every 
nook  and  corner  of  the  United  States.  Wherever  there  are  none,  one  may  be  organ- 
ized by  any  10  farmers  desiring  loans  aggregating  $20,000.  Where  none  has  been  or- 
ganized and  it  is  not  likely  that  one  wm  be  organized  the  law  now  authorizes  loans 
through  agents.  The  agent,  however,  must  be  a  financially  respondfole  bankii^  Of 
mortgage  corporation  or  trust  company,  and  it  must  indorse  the  loan. 

Any  mrmer  desiring  to  borrow  und^  the  cooperative  plan  now  has  an  opportunity 
to  do  so,  provided  others  desire  to  cooperate  \sith  him  by  admitting  him  to  an  already 
OManized  association  or  cooperating  in  the  organization  of  a  new  association.  If 
others  do  not  desire  to  cooperate  with  him  or  if  he  does  not  desire  to  go  into  a  coopera- 
tive organization,  he  is  in  no  position  to  do  business  with  a  cooperative  institution  such 
as  the  Federal  land  banks  were  designed  to  be.  For  this  class  who  either  can  not,  or 
do  not  desire  to  cooperate,  the  joint  stock  land  bank  was  created.  Each  of  these  insti- 
tutums  has  its  own  separate  field.  The  Fedaral  limd  banks  lu^  a  part  of  a  cooperative 
system  of  which  the  farm  loan  association  is  the  unit.  The  joont-stock  land  bank 
cfoes  business  through  its  own  agents,  its  borrowers  have  no  xoi<'^  in  its  affairs,  they  are 
required  to  subscribe  for  no  stock  and  assume  no  liability  other  than  the  repaynaent 
of  their  own  individual  loans.  The  principles  upon  which  these  two  classes  of  insti- 
tutions are  founded  can  not  be  crossed.  To  try  to  do  so,  as  this  bill  does,  will  produce 
a  hybrid  with  ail  of  the  disadvantages  of  both  systems  and  the  advantages  of  neither. 

THB  ASSOCIATION  tOUNDATION  OP  COOPKRATIVB  8TSTBM. 

The  farm  loan  association  feature  of  the  system  was  no  experiment.  Farmm  in 
Europe  had  cooperated  in  this  manner  for  the  purpose  of  securing  bam  mortgage  loans 
for  150  years  before  the  enactment  of  our  law. 

The  principle  upon  which  the  farm  loan  association  is  based  is  sound.  Experience 
has  dem()ustrated  its  success.  If  the  farm  loan  associations  have  not  function  as  they 
should  liave,  the  trouble  is  due  to  the  fact  that  they  liave  been  governed  and  regu- 
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lated  by  those  who  do  not  und^stand  and  stubbornly  refuse  to  recognize  cooperative 
principles. 

The  farmers  in  a  community  know  the  value  of  land  in  that  community  and  in 

the  individual  farms  better  than  any  imported  appriaser.  They  know  each  other. 
They  know  who  is  a  good  farmer  and  who  is  a  poor  one.  Who  is  industrious  and  who 
is  lazy.  Who  pays  his  debts  and  who  beats  his  creditors.  In  short,  they  know  not 
onlv  the  value  of  the  securitv  but  the  moral  risk  involved  in  makino;  a  loan.  As 
they  are  assuming  a  personal  obUgation  up  to  10  per  cent  of  their  own  loans  upon  each 
new  loan  made  by  tneir  association,  they  not  only  have,  but  are  bound  to  exerdse, 
u  better  judgment  respecting  the  making  of  that  loan  than  can  possibly  be  had  or 
exercised  by  any  outeider,  or  by  B,ny  agent  interested  solely  in  earning  a  commission. 

The  officers  of  the  association,  being  on  the  ground,  are  in  a  position  to  see  that 
the  money  loaned  is  applied  to  a  purpose  which  A^ill  increase  the  security  and  not 
squandered.  Under  the  plan  proposed  by  these  bills  there  will  be  no  one  having 
any  interest  in  what  is  done  with  the  money  once  the  loan  is  made. 

The  original  act  contemplated  that  the  collection  of  interest  and  amortization  pay- 
ments would  be  made  through  the  association.  In  this  respect  the  framers  of  the 
act  recognized  what  the  univ^sal  experience  in  all  lines  of  business  had  demonstrated 
to  be  true,  that  collections  can  be  made  by  a  local  collect<»r  far  more  successfully  than 
by  a  nonresident.  They  also  recognized  that  the  association,  bding  liable  as  an 
indoiser,  should  be  able  to  protect  itself  by  having  the  power  to  collect  the  payments 
when  due.  This  right  to  collect  has  been  taken  from  most  if  not  all  the  associations. 
The  association  indorsement  and  its  liability  nevertheless  remains.  If  the  bank 
fails  to  collect,  the  association  must  do  so  for  its  own  protection.  Furthermore,  if 
a  farmer  defaults  the  loss  falls  upon  his  neighbors  and  not  on  outsiders.  If  his  default 
is  justified  they  have  an  interest  in  helping  him  meet  it.  If  it  is  not  justified  his  local 
standing  is  affected.  Under  the  plan  proposed  by  these  bills,  the  local  agent  is  through 
when  the  loan  is  closed.  He  suffers  no  loss  if  the  loan  is  n<^  r^aid  and  has  no  intearest 
in  its  repayment. 

The  association  is  the  agency  through  which  the  borrowers  can  exercise  an  intelli- 
gent control  over  the  system.  It  is  the  instrument  through  which  their  voice  can  be 
heard  with  respect  to  the  management  of  their  own  property.  The  directors  are 
elected  by  the  borrowers  and  it  is  their  special  duty  to  look  after  the  affaii*s  of  the  asso- 
ciation. The  secretary-treasurer  is  the  agent  of  the  borrowers.  He  knows  whether 
the  directcMH  of  the  bank  are  meeting  the  demand  for  loans,  whether  applications  are 
being  acted  upon  promptly,  and  whether  the  borrowers  are  receiving  tneir  fair  share 
of  the  profits  as  dividends. 

With  the  associations  eliminated  these  borrowers  become  direct  stockholders,  with 
no  one  having  any  special  interest  and  with  no  one  to  keep  in  touch  with  the  system 
and  represent  them.  The  local  agent  will  be  the  only  one  in  the  locality  having  any 
special  interest  in  the  system,  but  instead  of  being  elected  by  and  answerable  to  local 
stockholders  he  will  be  a  subordinate  of  the  bank  and  ansAverable  to  it  alone. 

Some  of  these  secretary-treasurers  have  shown  some  independence.  They  have 
protested  to  the  banks,  to  the  board,  and  to  Congress  because  of  the  inadequate  sup- 
ply of  money,  and  the  delay  in  securing  action  on  applications,  and  the  ftdlure  of 
the  banks  to  distribute  the  diWdends  earned.  The  banks  and  the  board  have  re- 
sented this.  They  propose  to  subetitate  a  system  of  unotpoiiaed  borrowers  with  no 
one  to  represent  them. 

Under  such  a  svstem  the  voice  of  the  stockholder  would  be  as  ineffective  as  is  the 
voice  ot  a  policy  holder  in  one  of  the  large  mutual  life  insurance  companies.  Tht^ 
Farm  Loan  Board  has  opposed  every  attempt  which  has  been  made  by  the  associations 
to  organize  that  they  may  be  represented  before  Congress.  It  has  threatened  to  with- 
hold loans  through  any  association  which  joined  such  an  organization.  The  very 
p  urpose  of  this  scheme  for  direct  stockholding  is  to  further  disorganize  tbe  stockholders. 
The  adoption  of  this  plan  would  completely  eliminate  co-op^tion  and  would  create 
a  system,  to  be  financed  by  ^he  former,  but  to  be  forever  controlled  by  four  political 
appointees,  with  no  one  in  a  position  to  even  raise  his  voice  with  req>eet  to  their 
method  of  management. 

SMALL  FARldERS  WILL  SUFFKR. 

The  proposed  agency  sjnstein  will  be  disastrous  to  the  small  farmer  desiring  a  small 
loan,  and  to  the  farmers  living  in  remote  places. 

The  agent  is  interested  only  in  his  commission  and  in  earning  it  as  easily  as  possible. 
This  commission  depends  upon  tiie  fflze  of  the  loan.  The  amount  of  work  the  agent 
must  do  to  earn  his  money  depends  upon  how  near  the  farms  are  to  his  head-quarters 
and  the  size  of  the  loans.  His  first  attention  will  be  directed  to  securing  the  big  loans 
close  at  hand.  The  little  fellow  and  the  man  at  a  distancft  will  get  his  attention 
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only  when  he  is  not  more  pzofitably  employed  looldxig  after  big  ones.  If  the  amount 
ot  money  available  is  limited  the  little  fellows  will  get  nothing.  If  the  number  of 
i^lications  allotted  to  an  agent  are  limited,  as  they  have  been  to  associations,  it  will  be 
money  in  the  agent's  pocket  to  devote  them  to  big  loans  instead  of  small  ones. 

Under  the  present  system,  the  directors  of  the  association,  having  no  financial 
interest  in  giving  big  borrowers  the  preferencOi  determine  who  will  be  admitted  to 
membership  in  the  association. 

COKPORAXION  TO  ISSUE  AND  DEAL  IN  BOKIMS. 

Section  3  of  fliese  bills  provides  lor  a  corporation  to  issue  and  deal  in  bonds.  This 
pKo\ision  carries  out  another  recommendatum  contdned  in  the  Fifth  Annual  Report 

of  the  Federal  Fann  Laon  Board.  The  effect  of  this  {sovision  will  be  to  legalize  and 
perpetuate  the  practice  which  has  been  fodlowed  iox  some  time,  witli  results  whidft 

have  been  far  from  satisfactory. 

Full  and  complete  authority  over  its  own  bond  issues  is  \dtal  to  each  Federal  land 
bank.  Ninety- five  per  cent  of  the  money  it  has  to  loan  is  deriA'ed  from  bond  issues. 
Any  restrictions  upon  the  issuance  of  bonds  are  restrictions  upon  the  banks'  power  to 
function. 

It  was  the  intention  of  the  Farm  loan  act  that  the  sevmJ  land  banks  would  each 
dispose  id  it  own  bonds,  when  and  where  it  could,  and  if  a  bonower  dected,  bonds 
should  be  ddivered  to  him  instead  of  cash. 

The  law  contemplated  that  when  a  bank  had  accumulated  mortgages  amounting 
$50,000  or  more,  it  would  issue  and  offer  bonds  for  sale.  If  the  sale  of  bonds  did  not 
produce  sufficient  money,  and  a  borrower  elected,  he  could  tak(i  bonds  and  sell  them 
to  his  local  bank,  or  to  his  friends  and  neighbors.  Thus  these  bonds  would  always  be 
available  for  sale,  and  money  would  keep  coming  into  the  system  as  fast  as  the  market 
absorbed  them. 

Inst^  of  following  this  practice,  the  appointees  of  the  Farm  Loan  Board,  as 
directors  of  the  seveml  banks,  delegated  to  the  Farm  Loan  Board  fheir  authority 
over  bond  sales.   Instead  of  each  bank  issuii^  and  selling  bonds  in  accordance  with 

its  own  needs  and  reqmrements,  each  has  been  periodically  allotted  a  certain  sum. 
The  way  this  matter  has  been  handled  is  well  illustrated  by  the  disposition  of  the 
proceeds  of  the  February,  1922,  bond  sale  shown  by  the  following  statement. 

The  following  table  shows  the  amount  of  applications  pendinij:  with  the  12  Federal 
land  banks  January  31,  1922,  per  statement  of  Charles  E.  Lobdell.  farm  loan  com- 
missioner, to  United  States  Senate.  February  24,  1922:  proceeds  of  $75,000,000  bond 
issue  of  February,  1922,  apportioned  to  each  of  the  said  Federal  land  banks,  per  letter 
of  A.  F.  Lever,  member  of  Farm  Loan  Board,  dated  A}nil  3,  1922;  and  per  cent  of 
amount  of  applications  covered  by  amount  apporti<med« 


District. 

Applications 
pending  Jan. 

31,  m2. 

Apportion- 
ment of 
proceeds  of 

February 
bond  issue. 

Per  cent  of 
applications 
covered  by 
an^ount  ap- 
portioned. 

1.  Springfield  

$2,567,850 
6,852,571 
27,388,190 
10,050,900 
11, 190,310 
16,383, 140 
6,278,200 
13,987,175 
15,496,750 
9, 439,760 
8,316,700 
14,112,270 

$:^000,  m 
3,500,000 
7,250,000 
7,000,000 
7,000,000 
7,250,000 
7. 500,  000 
7, 2o0, 000 
7, 250,000 
7,250,000 
3,250,000 

117 
51 
26 
70 
63 
44 

11& 
52 
47 
77 
39 
€3 

7.  St.  Paul  

0.  Wichita  

Total  

142,063,816 

775,000,000 

52.79 

It  can  not  be  imagined  that,  had  the  directors  of  the  Columbia  Federal  land  bank 
been  at  liberty  to  excreise  the  authority  given  them  by  the  law,  they  would  have 
consented  to  acrept  26  per  cent  of  the  amount  of  their  pending  applications,  when  the 
Springfield  bank  was  getting  117  per  cent  and  the  St.  Paul  bank  119  per  cent  of  the 
amount  of  their  pending  applications.  In  April,  1922,  the  Columbia  bank  was  not 
recei\dng  applications  for  loans  and  had  not  permitted  applications  to  be  filed  since 
the  pre^ding  November. 
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H.  R.  13047  provides  that  this  central  bank  shall  be  managed  by  a  board  of  directors 
to  consist  of  the  members  of  the  Farm  Loan  Board  and  the  presidents  of  the  several 
Federal  land  banks  which  shall  become  stockholdero  in  the  central  ba^. 

H.  R.  131^  and  S.  4130  eliminate  the  members  of  the  Farm  Loan  Board. 

The  bill  provides  that,  when  the  application  of  any  Federal  land  bank  for  a  bond 
issue  rfudl  have  been  approved  by  the  Farm  Loan  Board,  the  corporation  shall  be 
authorized  to  issue  and  sell  the  bonds  on  behalf  of  the  bank.  It  will  be  noted  that  when 
the  directors  of  the  bank  have  exercised  their  discretion  as  to  the  nocos?ity  for  a  bond 
sale,  and  the  board  has  exercised  its  discretion,  that  the  central  bank  is  not  required  to 
issue  the  bonds,  but  it  is  left  to  the  discretion  of  the  central  bank  as  to  whether  the 
bonds  shall  be  issued  and  sold  and  the  bank  given  money  to  loan.  If  this  provision  of 
•  this  bill  becomes  a  law,  it  will  make  little  difference  who  selects  the  directors  of  the 

banks,  because  this  central  bank  will  hold  Ibe  tiirottle  on  the  activities  of  all  the  iMuiks. 

Let  us  assume  that  ^1  of  the  Federal  land  banks  become  stockholders  in  the  central 
bank.   We  will  assume  that  one  of  the  banks  has  a  board  of  directors  who  are  desirous 
^  of  furnishing  an  adequate  supply  of  money  to  meet  the  demand  of  the  farmers  in  its 

district.  The  directors  of  this  bank  determine  to  issue  bonds  for  $5,000,000  and  have 
the  mortgages  to  offer  as  security.  The  Farm  Loan  Board  approves  the  bond  issue. 
After  all  this  is  done  it  is  necessary,  under  the  provisions  of  these  bills,  to  get  the  further 
approval  of  the  presidents  of  six  of  the  other  banks  before  the  bonds  can  be  issued. 

Thus  these  bills  provide  not  only  for  such  a  diso^nization  and  scattering  of  the 
stockhddm  as  to  noake  effective  cooperative  control  impossible,  but  for  audi  a 
further  concentration  of  authority  met  bond  jasnes  as  to  makB  imdii  contitd  usdess 
even  if  t2ie  stockholders  had  it. 

There  is  no  doubt  that  a  corporation  to  be  controlled  by  the  banks  and  authorized 
to  buy  and  sell  bonds  would  be  a  most  useful  adjunct  to  the  system.  Such  an  in- 
stitution could  at  all  times  keep  the  market  for  bonds  stable  by  buying  them  on  a 
falling  market  and  selling  them  on  a  high  market.  To  give  such  a  corporation  any 
authority  over  bond  issues  simply  means  giving  it  the  power  to  determine  the  extent  to 
whidi  each  bank  can  function. 
■♦ 

BOAJRD  TO  BB  MXJOm  9BCW  iWPBaPBiA.*noire. 

The  first  section  of  these  bills  pro\ddes  that  the  salaries  and  expenses  of  the  Federal 
Farm  Loan  Board,  the  registrars,  examiners  and  reviewing  appraisers  are  to  be  paid  by 
the  banks.  Estimates  are  to  be  prepared  by  the  Farm  Loan  Board  for  six  months,  and 
the  amount  assessed  against  the  Federal  and  joint  stock  land  banl^  in  proportion  to 
their  gross  assets.  *'The  funds  collected  pursuant  to  such  assessments  shall  be  de- 
posited witii  the  Treasurer  of  the  United  States  to  the  credit  ot  Uie  Federal  Farm  Loan 
Boaid  to  be  disbursed  upon  proper  voudiers  in  {Mtyment  of  su<^  salaries  and  expenses. ' ' 

It  will  be  noted  that  the  money  asseased  aeainst  the  banks  and  paid  by  them  is  not 
paid  into  the  Treasury  as  public  money,  and  is  not  subject  to  appropriation  by  Con- 
fess. The  board  is  made  the  sole  judge  of  the  amount  of  money  it  shall  speni,  and 
18  not  to  be  limited  by  any  appropriation  by  Congress.  If  this  bill  becomes  a  law  this 
bureau  of  the  Treasury  Department  will  enjoy  the  distinction  of  being  the  only  Gov- 
ernment office  whose  expenditures  are  not  subject  to  congressional  control.  Further- 
more the  money  it  spends  not  being  public  money,  its  expenditures  will  not  be  subject 
to  audit  by  the  accounting  officers  of  the  Government.  The  board  will  thus  be  free 
of  all  dheck  upon  eithw  %ne  purpose  w  amount  of  its  expenditures,  and  wUl  be  per- 
mitted to  assess  the  banks  in  imy  amount  it  sees  fit,  and  aecoomtebte  to  nobody  for 
what  it  does  with  the  monev. 

On  the  basis  stipulated  in  the  bill,  the  gross  assets,  the  Federal  land  banks  will  bear 
about  75.6  per  cent  of  the  expense.  As  these  are  designed  to  be  cooperative  institu- 
tions in  wliich  the  borrowers  share  the  net  profits,  this  expense  becomes  a  charge  upon 
the  borrowers.  The  legitimate  functions  of  this  board  with  respect  to  the  banks 
under  its  supervision  are  similar  to  the  functions  of  the  Comptroller  of  Currency  witli 
/  respect  to  national  banks.  It  is  difficult  to  imderstand  why  the  Federal  Government 

^himld  bear  the  expense  of  the  office  of  the  Comptrolter  of  the  Currency,  while  tiiese 
cooper^ve  inatitutions  sbould  be  made  to  hew  <^  expense  of  similar  €iov«nmeiit 

COMCLI7SIOK. 

The  general  efiect  of  this  bill  will  be  to  give  to  four  men  appointed  by  the  President 
complete  and  unlimited  power  over  the  entire  Federal  Land  Bank  Svstem,  with  no 
one  exc&pt  them,  having  any  efiective  voice  any  place  along  the  line.  The  farm 
lofloi  association  will  disappear.  The  aeents  of  tiie  banks  wUl  be  the  creatures  of  1^ 
banks,  lliedireetonof  thebankswillbelSie  amtareaof  ^  The  boaiid  will 
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poBsesB  a  power  such  as  is  possessed  by  no  man  or  group  of  men,  either  in  public  or 
private  life  outside  of  Soviet  Russia.  By  witiiholding  relief  it  has  already  succeeded 
in  intimidating  the  independent  farm  loan  associations  to  a  very  lai^  extent.  Its 

dictatorship  over  the  system  will  be  all  the  greater  when  it  does  businass  through  si, 
system  of  ao^ents  selected  by  its  creatures  in  control  of  the  banks,  instead  of  throuj^h 
the  officers  of  farm  loan  ai^sociations  selected  by  the  aasociations.  The  bill  proWdes 
for  the  only  other  tliinf?  that  is  necessary  to  make  the  Farm  Loan  Board  the  supreme 
dictatoi-s  of  this  system,  it  makes  it  independent  of  Coni^ress  for  its  subsistence.  If 
this  bill  becomes  a  law,  the  Farm  Loan  Board  will  be  appointing  the  President  instead 
of  the  President  appointing  the  Farm  Lmn  Board* 

The  only  commendable  things  in  smy  of  these  bills  are  the  provisions  for  separating 
Federal  Iwid  bank  districts  into  di\  ision8  for  the  purpose  of  choo^dng  directors,  and 
the  provision  increasins:  the  limit  of  the  amount  of  Federal  Land  Bank  loans.  Thia 
latter  ]M'o\'ision  should  be  made  the  subject  of  a  separate  bill  as  it  has  no  relation  to 
the  general  subject-matter  of  these  bills,  and  was  included  in  them  merely  as  a  bait 
for  support. 

Respectfully  submitted, 

Lestbr  C.  Manson, 
Attorney  for  Fetation  of  National  Farm  Loan  Associations. 

Mr.  MA.NSON.  There  are  many  misconceptions.  I  can  not  help  but  believe  that 
when  it  is  realized  that  if  the  right  to  elect  these  directors  was  carried  out  in  the  way 
it  is  outlined  in  the  existin.s:  act,  that  they  are  elected  by  a  selected  group  of  individ- 
uals reaching  into  practically  every  county  in  the  United  States.  The  directors  of 
these  associations  are  men  who  have  enough  public  spirit  and  enough  interest  in  the 
system  to  act  as  directors  of  that  association  without  compensation.  It  seems  to  me 
that  it  is  safe  to  place  in  tiie  hands  of  that  class  of  men  the  right  to  choose  a  majority 
of  the  directors  of  the  banks.  I  want  to  caU  attention  to  what  ^dU  happen  if  you  do 
not.  You  have  a  system  of  directcm  of  the  banks  appointed  by  the  farm  loan  bmrds. 
The  agents  of  the  banks,  as  contemplated  in  the  bill,  are  appointed  by  liie  banks; 
agents  in  every  community  in  the  United  States  taking  the  place  of  the  association. 
You  have  a  political  machine  such  as  it  is  almost  impossible  to  imagine.  I  know  of 
no  more  effective  means  of  controlling  politics  than  by  handling  money  

Mr.  WiNGO.  I  have  heard  that. 

Mr.  Manson.  I  know  of  no  more  effective  means  or  way. 

You  have  a  novelty  here.  These  is  no  place  to-day  outside  of  Soviet  Russia  where 
the  Govanment  imdertakes  to  handle  the  private  property  of  individuate.  There  ia 
no  class  of  people  in  this  country,  except  the  tribal  Indians,  to  whom  the  light  to 

manage  their  own  property  is  not  accorded,  and  I  do  believe  that,  in  the  course  of 
time,  when  the  agricultural  communities  of  the  country  wake  up  to  find  out  what  has 
happened  to  them,  the  farmers  are  going  to  resent  being  put  in  the  class  with  tribal 
Indians.  There  is  no  distinction  in  principle  between  tius  bank  and  the  joint  stock 
land  bank. 

Mr.  Strong.  Do  you  think  they  would  teomt  the  Government  establishing  an 
agency  in  order  that  they  might  have  dieap  money  easily? 

Mr.  Mansok.  I  think  they  would  resent  the  idea  of  the  Government  taking  away 
from  them  the  control,  under  the  promise  of  which  they  invested  ^6,000,000. 

Mr.  Strong.  You  do  not  think  they  invested  that  for  the  purpose  of  getting  control? 

Mr.  Manson.  No,  sir;  but  under  a  promise  that  they  would  have  control  when 
certain  contingencies  arose. 

Mr.  Stevenson.  Here  is  a  man  who  inherits  $500,000;  is  he,  because  he  did  not 
getit  under  any  limitation,  to  be  denied  the  right  to  control  it? 
*  Mr.  Manson.  No;  you  have  yomr  choice,  as  I  see  it,  between  creating  a  political 
machine,  wMch  hangs  like  this  chandelier  from  the  top  at  Wadiington  and  reaches, 
down  to  every  agricultural  community  in  the  United  States^  or  creating  a  fimtncial 
pyramid  that  will  rest  on  the  ground. 

Mr.  Stevenson.  In  the  beginning  of  your  testimony  when  you  criticized  the 
judgment  of  the  Farm  Loan  Board  in  the  manner  in  which  it  made  the  loanfr-  

Mr.  Manson.  In  the  manner  in  which  it  made  the  loans? 

Mr.  Stevenson.  In  the  manner  in  which  it  sold  bonds,  in  which  you  thought  they 
were  prejudiced  by  the  fact  that  not  having  any  personal  knowledge  of  selling  bond's 
themselves  they  took  the  judgm^t  of  the  bond  agencies. 

Mr.  Manson.  Yes. 

Mr.  Stevenson.  It  was  developed  in  the  committee  the  thought  that  if  the  farm 
loan  boards  had  permitted  the  banks  to  sell  the  bonds,  or  to  at  least  put  out  a  sub- 
scription list,  and  present  a  list  of  men  who  would  buy  them,  they  might  have  been 
handled  without  a  bond-aeUing  agency? 


173 


Mr.  Manson.  I  would  not  favor  that. 

Mr.  Strong.  Don't  you  think  the  central  bank  idea  ad^wiced  in  this  bill,  the 
directors  of  which  are  the  presidente  of  the  farm  loan  banks,  eiud>le6  them  to  follow 
that  policy  if  they  wanted  to? 

Mr.  Manson.  I  think  it  could  be  made  a  useful  agency:  I  do  not  think  it  should 
have  discretion  as  to  whether  bonds  should  be  issued;  I  think  in  selling  bonds  and 
buying  bonds  it  can  be  made  a  very  useful  agency. 

Mr.  Stronq.  Going  back  to  the  ii^ency  proposition;  don't  you  tihink  it  is  true  that 
very  <rften  a  former  wants  a  loan  and  he  is  delayed  and  handicapped  because  of  delay 
by  the  association,  and  the  fann  mortgage  banker  has  an  opportunity  to  go  to  him  and 
get  a  loan,  the  good  loans  at  least,  presenting  to  him  the  delay  he  will  mive  in  going 
I  through  the  association,  don't  you  tlunk  that  such  a  situation  would  be  r^ev^  by 
the  appointing  of  an  agent? 

Mr.  Manson.  No. 

Mr.  Strong.  Don't  you  think  that  they  would  not  be  appointed  only  in  cases  where 
the  farm  loan  associations  did  not  function? 
*  Mr.  Mansok.  No;  I  think  that  if  this  bill  becomes  a  law  you  will  have  an  agency 

in  every  community  in  the  United  States  and  there  will  not  be  a  inrm  loan  association 

left  in  two  years. 
Mr.  Strong.  I  differ  with  you* 

Mr.  Appleby.  Are  there  any  other  questJons,  Mr.  Stoong? 

Mr.  Strong.  No. 

Mr.  Manson.  Mr.  Cooper  offered  a  compilation  of  the  replies  to  his  inquiry  as  to 
the  views  of  the  association.  I  have  a  compilation  that  is  just  about  as  strong  the 
other  way.  I  do  not  believe  that  either  amounts  to  much,  because  I  think  that  any- 
body who  a^prees  with  me  will  write  to  me  and  tell  me  about  it  and  anybody  who  agrees 
with  him  will  write  to  him  and  tell  him  so. 

Mr.  Cooper.  When  was  your  compilation  made? 

Mr.  Manson.  It  was  made  along  in  April* 

Mr.  Cooper.  Of  last  year? 

Mr.  Manson.  1922;  I  mil  show  how  I  arrived  at  it.  I  took  all  of  the  letters  that 
were  written  to  Sertiator  Fletcher  with  respect  to  the  proposals  contained  in  this  hill 
that  I  could  get  hold  of.  I  examined  some  of  Mr.  Flannagan's  correspondence, 
Mid  I  had  the  benefit  ci  my  own,  and  based  on  that  I  tahulatm  the  positions  taken 
by  the  assodatkms  whose  views  I  was  able  to  ascertain  in  that  way.  A  summary 
of  that  tabulation  is  as  follows. 

Favorhig  a  board  of  seven  members,  four  to  be  appointed  by  the  Farm  Loan  Board 
and  three  to  be  elected,  28  in  favor  and  673  against. 

As  to  the  provision  authorizing  the  banks  to  make  direct  loans  through  agencies, 
29  in  favor  and  676  against. 

As  to  the  voluntary  liquidation  of  associations,  30  in  favor  and  674  against. 

As  to  the  organization  of  a  corporation  to  deal  in  bonds,  60  in  favor  and  617  against. 
CoBET.  Isn't  it  a  fact  tnat  the  or^nanissation  you  represent  and  the  associa- 
tions which  are  members  of  that  organiasation  were  practically  unaniuKmsin  favor  of 
the  increase  of  the  loan  limit  to  $25,000? 

Mr.  Manson.  I  am  informed  that  the  organization  went  on  record  in  favw  of  that 
increase. 

Mr.  Corey.  And  the  figures  which  you  now  quote  were  the  figures  wliich  were  col- 
lected as  the  result  of  a  speech  which  was  franked  out  by  Senator  Fletcher  in  April 
of  last  year,  long  before  this  bill  wss  drawn. 

Ht.  Manson.  Here  Is  what  happmed  on  the  3d  oi  February,  following  the  Farm 
Loan  Board's  report:  Smator  Fletcher  made  this  speech  and  franked  it  out,  then  he 
b^^  receiving  letters,  and  those  continued  to  come  in  until  I  made  this  compila- 
tion in  April,  and  they  are  on  the  same  subject  matter  as  is  covered  by  this  provipion 
in  this  bill;  and,  for  instance,  Judge  Lobdell  in  his  testimony  stated  that  the  real 
purpose  of  the  provision  for  the  breajkiag  of  the  ti§  by  the  farm  loan  commissioners 
,  was  to  give  the  farm  loan  control. 

Mr.  Corey.  Mr.  Manson,  it  is  a  fact,  isn't  it  that  your  poll  was  taken  upon  a  pre- 
sentation of  your  side  alone]  and  a  necessarily  partisan  presentation  of  the  views  of 
your  oz^mization? 

Mr.  MANSON.  No;  I  would  not  say  that,  for  the  reason  they  had  the  farm  loan 
board  report  before  them  and  the  farm  loan  board's  attitude  with  respect  to  these 

questions  and  reasons  for  these  recommendations  were  stated. 
Mr.  Corey.  Was  the  farm  loan  board  report  sent  with  the  Fletcher  speech  to  each 

of  the  associations? 

Mr.  Manson.  I  was  informed  at  that  time  that  it  was  sent  out  by  the  Farm  Loan 
Board  to  the  associations. 
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Mr.  Corey.  I  think  you  are  mistaken  about  that;  the  farm  loan  associations  never 
received  such  a  report  and  the  Federal  land  bank  did,  and  the  poll  which  has  now 
been  taken  by  the  Farm  Loan  Board  was  not  a  partisan  presentation  of  the  views  at 
all.  The  bill  was  sent  out  and  it  was  a  fair  consid^tlon  on  the  part  of  the  national 
farm  loan  association. 

Mr.  Manson.  I  think  the  letter  that  was  sent  out  with  this  poll  by  Governor  Cooper 
is  misleading,  to  say  the  least.  I  think  it  expresses  his  judgement,  but  I  think  that 
there  is  a  widespread  demand  for  this  increase  in  the  limit;  it  has  a  solid,  sound 
fotrndation,  in  my  opinion.  Many  associations  all  over  the  country  foel  that  it  is 
necessarj\  In  the  letter  sent  out  by  Governor  Cooper  it  is  stated — and  we  are  not 
impeaching  his  motives— I  think  he  believeait — "That  you  can  not  get  thisinceease 
in  the  limit  unless  you  have  this  scheme  for  permanent  organization/'  f 

Mr.  Win  GO.  You  seem  to  think  that  the  proposed  increase  in  the  maximum  is  the 
sugar  coating  of  the  pill. 

Mr.  Manson'.  It  is  the  bait  that  is  used  to  obtain  support  for  the  bill. 

I  believe  there  are  a  large  number  of  associations  that  are  in  favor  of  the  whole  scheme 
outlined  in  this  bill;  I  do  not  mean  to  say  there  are  not*  is  my  experi^oe  in 

taking  a  poll  on  a  thin^  of  this  sort:  The  fefiows  who  a^ree  with  me  write  to  me  and  t^ 
me  80  and  some  who  disagree  say  so.  I  do  not  think  it  is  likely,  however,  that  a  very 
lai^  I>ercenti^  of  associations  would  write  to  the  Farm  Loui  Board  and  tell  them  thsA 
they  did  not  agree  with  their  recommendations. 

Mr.  WiNGO.  Don't  you  think  it  is  true  after  all  the  thing  this  committee  is  to  do  is 
to  analyze  the  bill  very  closely  and  study  it  very  closely,  and  wv.  know  that  it  is  prac- 
tically an  impossibility  for  a  farmer  down  there  who  is  working  like  the  mischief,  to 
be  familiar  with  it;  don  't  you  think  you  and  I  both  could  send  out  a  poll  on  the  same 
subject  to  the  same  men  and  each  one  of  us  technically  make  a  foir  statement  of  it, 
and  each  get  a  diff^nt  report? 

Mr.  Manson.  I  think  so. 

Mr.  Stevenson.  Is  it  your  thought,  in  your  poll  a  certain  number  were  in  favor  or 
against  the  appointment  of  four  members  by  the  Federal  Farm  Loui  Board  and  three 

by  the  association? 
Mr.  Manson.  Yes. 

Mr.  WiNGO.  Do  you  think  that  appointment  of  the  seventh  member  would  be  called 
into  question  for  any  other  reason  except  a  real  deadlock  because  of  some  serious  rea- 
son; don 't  you  think,  in  other  words,  nine  times  out  of  ten  or  twentv-four  cases  out  of 
twenty-five,  the  mmnbers  elected  by  the  iarm  loan  aasociatum  ai^  the  man  appointed 
by  the  InMfd  would  get  t<^th»  am  agree  on  the  question? 

Mr.  Manson.  No;  I  do  not. 

Mr.  WiNGO.  You  would  tliink  there  would  be  a  bitter  controversy? 

Mr.  Manson.  No;  I  would  not  think  there  would  be  any  controversy  at  all;  I  think 
the  members  of  the  farm  loan  board  would  appoint  three  men  and  say  '*You  choose 
a  certain  person  as  the  fourth,'*  and  if  the  association  members  did  not  vote  for  him^ 
he  would  be  appointed  anyway. 

Mr.  Strong.  To  be  just  as  fsar,  do  you  think  the  three  members  elected  by  the  asso- 
ciations would  be  directed  by  your  national  association  to  vote  for  

Mr.  Manson.  (interposing).  I  know  they  would. 

Mr.  Stbono.  Why  do  you  think  the  fann  loan  board  would  be  more  waSm  than 

those? 

Mr.  Manson.  Because  they  want  to  keep  control, 
Mr.  Strong.  You  want  to  get  the  control. 

Mr.  Manson.  As  far  as  I  am  concerned,  I  am  not  interested  in  it. 
Mr.  Strong.  I  should  think  you  would  be  from  your  statement. 
Mr.  Manson.  By  the  way^  I  would  like  to  offer  to  the  committee  a  letter  written 
by  the  Secreatiy  of  Agriculture  in  which  he  offers  a  soiutioa  for  this  question, 
lb.  ikm»KBT.  If  th^  is  no  objectira,  it  may  go  into  the  record. 

•  Dbpaetment  of  Agriculture, 

Washington^  May  18,  1922^  ^ 

Mr.  E.  H.  HuRD, 

Secretary-Treasurer  Rogue  River  National  Farm  Loan  Associafion,  Med/ord,  Oreg. 

Dear  Mn«  Hurd:  Further  referrace  is  made  to  your  letter  of  February  last  incloe- 
ing  certain  resolutions  adopted  by  the  stockholders  of  the  Rogue  River  Natioiud  • 
Farm  Loan  Association,  the  receipt  of  which  has  been  previously  acknowledged. 

The  people  in  the  department  here  who  are  giving  especial  attention  to  credit 
matters  have  made  a  careful  examination  of  the  entire  situation  dealt  with  in  the 
above  mentioned  resolutions  and  have  given  the  questions  involved  considerable 
thought.   It  seems,  after  taking  all  matters  into  accoimt,  that  the  National  Agri- 
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cultural  Conference  in  its  resolutions  and  recommendations  not  only  pointed  out  the 
fundamental  facts  in  the  situation  but  suggested  a  sound  plan  of  prbcedm^.  The 
part  of  these  resolutions  to  which  I  have  reference  reads  as  follows: 

*'\Miereas  the  Federal  farm  loan  system  has  been  somewhat  hampered  in  its  develop- 
ments, and  has  been  somewhat  modified  in  its  original  plan  by  the  exigencies  of  war 
and  war  finance;  and 

Whereas  the  principle  of  cooperative  credit  is  still  new  ip  our  country,  and, 
therefore,  lacks  appreciation  by  large  numbm  of  our  people:  Be  it 

Resolved:  First.  We  urge  the  Farm  Loan  Board  to  continue  to  employ  extra<«di- 
nary  efforts  in  the  sale  of  farm  loan  bonds,  and  that  the  Congress  pass  appropriate 
legislation  to  create  an  agency  within  the  farm  loan  system  to  market  its  bonds. 

''Second.  We  recommend  that  officers  of  the  board  and  of  the  banks  diligently  and 
persistently  maintain  and  promote  by  administration  and  education  the  cooperative 
features  of  the  farm  loan  system. 

"  Third-  We  submit  that  cooperation  succeeds  by  acts  of  cooperative  rei^nsibilityy 
and  we  reommiend  that  the  Congress  provide  expediently  and  progreedvely  for 
representation  by  the  shareholders  in      directcnates  of  the  banl»." 

In  case  it  should  be  deemed  unwise  suddenly  to  turn  over  the  control  of  these 
banks  to  the  local  associations  through  the  election  by  the  latter  of  two-thirds  of  the 
directors,  by  reason  of  the  possible  disturbance  in  the  management  of  the  banks, 
resulting  in  a  weakening  of  the  demand  for  farm  loan  bonds,  it  should  be  relatively 
easy  for  Congress,  by  amendment  of  the  act,  to  provide  for  a  plan  of  progressive  repre- 
sentation by  the  local  associations. 

Even  a  simple  arrangement  for  the  election  of  three  out  of  nine  permanent  directors 
by  the  National  Farm  Loan  Assodations  at  a  given  date,  to  be  followed  by  the  elec- 
tion of  another  group  of  three  directors  a  year  later,  would  seem  to  provide  a  saf^uard 
against  needless  disturbance  in  the  operation  of  the  banks.  The  first  three  directors 
representing  the  associations,  assuming  that  these  should,  in  the  case  of  some  bank, 
happen  to  be  men  with  no  previous  experience  in  the  admiiustration  of  the  system, 
would  then  have  time  to  develop  the  fender's  point  of  view,  as  well  as  that  of  the 
borrower,  before  the  second  third  of  the  directorate,  giving  a  practical  control  of  bank, 
was  chosen  by  the  local  associations. 

Personally*  I  have  a  great  deal  of  faith  in  the  ability  of  the  fanners  to  select  capable 
men  to  represent  them,  and  do  therefore  not  antiapate  any  senous  disturbances  in 
the  manag^ent  dE  the  Fed^^ral  Iwd  banls  by  reason  of  the  control  being  turned  over 
to  the  associations.  There  is  possible  ground  for  the  belief,  however^  that  investors  do 
not  all  share  my  confidence  in  this  respect  and  that,  for  this  teaaon,  a  more  gradual 
chimge  in  control  would  represent  the  wisest  policy. 
Very  truly  yours, 

Henry  Wallace,  Secretary. 

Mr.  Appleby.  We  will  now  take  an  adjournment  until  10.30  to-morrow  morning. 
(Thereupon,  at  4.30  o'clock  p.  m.,  an  adjommnent  was  taken  until  10.30  to-morrow, 
Wednesday,  January  10,  1923.) 


CaXMITTEB  ON  BANKING  AND  CURRENCY, 

HorsE  OF  Representatives, 

Wednesday,  January  10,  192S. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  T.  Frank  Applebjr  presiding. 

Mr.  Appleby.  Tliis  morning  we  will  first  hear  Mr.  Doak,  of  Virginia.  Please  give 
the  stenographer  yoiu:  name  in  full  and  tell  us  what  you  know  about  the  bill  in 
question. 

Mr.  Doak.  Mr.  Chairman,  in  giving  my  viewpoint  of  the  Federal  farm  loan  act  — — 
Mr.  Appleby  (interposing).  What  we  want  you  to  do  is  to  confine  yoixr  talk  to  this 
bill  of  Mr,  Strong's. 

Mr.  Doak.  I  would  suggest  that  the  act  ought  to  be  am^ed,  because  theie  are 
seriouB  defects  in  it. 
Mr.  Appleby.  Point  out  the  defects,  will  you? 

Mr.  Doak.  Here  is  one:  The  act  puts  into  the  system  joint-stock  banks,  with  no 
limit  as  to  the  amount  or  purpoee  of  the  loan.  It  gives  th^  tax-free  exemption  that 

the  Federal  land  banks  have. 

Here  is  an  amendment  whioli  is  needed.  This  $25,000  limit,  for  instance,  should  be 
made  to  apply  to  both  the  Federal  land  bank  and  the  joint-stock  land  banks.  The 
Strong  bill  does  not  do  anything  of  that  kind,  but  it  does  undertake  to  do  a  number  of 
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ihiiigB  that  ought  not  to  be  done.  It  provides  the  central  banking  system  made  up  of 
appointees  of  the  board  through  the  12  Federal  land  banks  for  syndicating  our  bonds, 
and  allows  them  to  appoint  officers,  with  salaries  without  limit,  which  we  construe  to 
be  against  out  interests. 

Mr.  Appleby.   You  speak  of  "our  interests."    Whose  interests  do  you  mean? 

Mr.  DoAK,  I  am  a  stockholder  of  the  Federal  land  bank  myself.  I  have  an  estate 
<A  approximately  $600,  and  I  represent  a  considerable  amount,  and  was  asked  to  oome 
here  and  protest  for  that  reason  for  the  faurmerB  against  this  bill. 

The  situation  is  this:  We  have  now  subscribed  and  paid  in  $35,000,000,  and  assumed 
an  additional  liability  of  135,000,000  in  these  twelve  land  banks,  and  we  bave  already 
been  deprived  of  any  representation  whatsoever  in  their  management. 

In  reference  to  section  4,  it  says  the  Federal  land  banks  shall  be  temporarily  managed 
by  the  five  directors  appointed  by  the  Federal  Farm  Loan  Board.  Section  4,  clause  7: 
"After  the  subscriptions  to  stock  in  any  Federal  land  bank  by  National  Farm  Loan 
Associations,  hereinafter  authorized,  shall  have  reached  the  sum  of  $100,000,  officm 
and  directoiB  of  said  land  bank  will  be  chosen  as  herein  provided  and  shdl,  upon 
beeoxudng qualified,  take  over  the  management  id  said  land  bank  from  the  temixiirary  ^ 
officers  selected  under  this  section/' 

Mr.  Affleby.  They  did  do  tha^  did  they  not? 

Mr,  DoAK.  No,  sir. 

Mr.  Appleby.  Is  not  every  one  of  the  land  banks  now  operated  by  directors  chosen 
in  accordance  with  that  act? 

Mr.  DoAK.  No.  They  are  running  absolutely  in  defiance  of  the  act.  We  have 
never  been  allowed  to  Bay  one  word  about  the  mani^;ement  of  l^ese  banks. 

Mt.  Appleby.  Will  you  help  us  out  with  this  particular  point,  Mr.  Manson?  This 
gentleman  nu&ee  tiie  point  that  the  Federal  land  banks  are  still  controlled  by  the  mode 
of  electing  temporary  officers  and  not  by  stockholders;  in  other  words,  th©  directors 
are  not  chosen,  he  said,  by  the  stockholders  of  the  Federal  land  banks. 

Mr.  Manson.  That  is  true.  The  fact  is  that  the  provision  of  the  act  for  the  per- 
manent organization  be  elected  by  the  stockholders  or  the  majority  of  whom  ought  to 
be  elected  by  the  stockholders,  is  still  in  force,  but  it  is  in  suspended  operation. 

In  January,  1918,  Congress  enacted  an  amendment  to  the  law,  authorizing  the  gov- 
ernment to  purchase  $200,000,000  of  the  bonds  of  the  Federal  land  banks,  and  provided 
that  BO  long  as  liie  government  held  any  of  those  bonds  that  the  temporary  organiza- 
tions of  the  banks,  which  had  been  appointed  by  the  Farm  Loan  Board  and  which 
were  then  in  control  should  continue  m  control,  and  the  government  is  still  holding 
the  major  portion  of  those  bonds  and  the  temporary  organization  is  still  in  control. 

The  features  of  this  affecting  the  permanent  organization  amend  the  provisions  of 
the  original  act,  which  provides  for  the  permanent  organization,  but  which  have  not 
as  yet  been  enforced. 

Mr.  DoAK.  While  we  are  on  that  amendment,  the  amendment  itself  says  that  within 
a  year  after  the  armistice  that  ^ese  bonds  were  to  be  turned  back  to  the  Federal  land 
bank  at  par.   The  amendment  has  been  violated,  Mr.  Chairman,  as  I  said. 

It  should  include  this  clause,  ''That  this  permanent  management  of  boards  should 
be  nine  members,  each  holding  office  for  three  years;  six  of  said  directors  shall  be 
known  as  local  directors  and  shall  be  chosen  by  and  be  representative  of  the  National 
Farm  Loan  Association.  The  remaining  three  directors  shall  be  known  as  district 
directors  and  shall  be  appointed  by  the  Federal  Farm  Loan  Board  and  represent  tlie 
public  interest." 

I  want  to  introduce  at  this  pomf,  a  resolution  we  have  just  adopted  at  our  meetmgs. 
I  am  a  member  of  the  board  of  directors  at  Fairfax  County.  I  was  at  that  meeting 
yesterday.   I  was  asked  to  come  here  yesterday  and  could  not  get  away* 

Mr.  Appleby.  We  will  insert  that  in  the  record. 

Mr.  DoAK.  That  is  substantially  as  adopted*  They  changed  a  few  words  in  the 
resolution* 

Fairfax  Courthouse,  Va.,  January  9. 

Court  resolved,  by  the  National  Farm  Loan  Association  of  Fairfax  County,  Va., 
that  we  are  opposed  to  this  Strong  bill^  except  that  we  favor  the  increase  in  the  loan 
limit  from  $10,000  to  $25,000. 

That  we  demand  our  right  to  elect  six  of  the  nine  land  bank  Erectors  provided  for 
by  the  farm  loan  act,  and  the  preservation  of  our  national  farm  loan  associations. 

That  we  ui^e  the  immediate  payment,  through  our  national  farm  loan  associations, 
of  dividends  nom  this  undivided  surplus  of  14,800,000;  also  of  the  premiumB  on  land 
bank  bondsin  the  Federal  Treasury.  t 

The  Strong  bill  is  objectionable,  again,  in  that  it  modifies  the  purpose,  and,  in  a 
degree  at  least,  weakens  the  system,  the  purpose  for  which  loans  can  be  made.  You 
will  recall  that  a  German  sta  tesman  said,  *  *  If  you  wanted  to  eat  well,  go  to  the  savings 
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bonks  for  the  loans;  that  if  you  are  wiling  to  de^  wdl  and  work  some 
to  tiiem  for  tiie  loans." 

That  is  an  essential  part  of  the  rural  credits  system.  I  can  see  where  the  trouble  is. 
The  board  is  probably  yielding  to  a  stron^r  demand.  I  see  a  great  many  farmers  have 
been  making  investments  and  have  gotten  involved  in  making  investments  that 
were  worthless,  and  they  have  gotten  in  debt  in  a  large  sum  and  they  are  coming  now 
to  the  land  banks  to  carry  them,  and  that  is  not  within  the  scope  and  proper  purposes 
of  the  system  and  it  ought  not  to  be  allowed. 

Mr.  AppiiBBT.  You  rSer  to  page  15,  line  14,  paragraph  (d),  "to  liquidate  indebted- 
ness of  llie  owner  of  the  land  mortgaged"?  Is  that  what  you  object  to?  If  the  farmer 
has  speculated  in  oil  and  bought  automobiles  and  so  on,  and  you  think  the  land  banks 
rfiould  not  be  allowed  to  make  loans  for  such  purposes:  that  is  your  idea? 

Mr.  DoAK.  I  think  it  should  confine  itself  to  the  original  act,  which  says  that  the 
loan  should  only  be  applied  to  productive  purposes;  that  is,  for  paying  off  trusts, 
practically  permanent  improvements,  or  in  the  purchase  of  live  stock  or  fertilizer  for 
the  farm.    We  consider  that  constitutes  unusual  hazards  in  the  system. 

Mr.  AmiBBT.  What  about  the  next  clause,  pa^  15,  section  5? 

'^And  that  the  seventh  paragraph  of  said  section  be  amended  by  statiking  out  Ibe 
figures  '$10,000'  and  inmrting in  lieu  Ihiereof  '$25,000.'" 

Mr.  OoAK.  Our  fanners  agree  to  that,  with  this  proviso  

Mr.  Appleby  (interposing).  You  agree  to  the  increase  of  $10,000  and  $25,000? 

Mr.  DoAK.  They  agree  to  that  increase;  that  is,  where  there  is  40  or  50  per  cent 
equity  in  a  family-sized  farm,  where  it  would  require  more  than  $10^000. 

Mr.  Appleby.  You  agree  to  it  conditionally,  then? 

Mr.  DoAK.  Yes.  Our  opinion  is  this:  In  the  South  when  land  is  probably  wortJi 
$10  an  acre  that  would  allow  a  man  to  buy  a  $5,000  farm. 

The  most-needed  amendment  has  been  ignored.  The  joker  tn  the  farm  loan  act  is 
this  20  per  cent  limit  on  the  insured  value  of  the  improvements. 

As  nearly  as  I  can  figure  out,  at  one  time  nine-tenths  of  the  applicants  among  those 
farmers  who  were  trying  to  get  into  Uie  Fedend  land  bank  had  no  possible  hope. 

Mr.  Appleby.  Why? 

Mr.  DoAK.  This  is  rough  draft  of  buildings  on  a  farm  within  an  hour's  ride  of  the 
National  Capital,  and  1  mile  to  the  station.  If  a  Member  of  Congees  would  go  over 
there  and  look  at  those  building  and  say  that  in  getting  a  maximum  loan  of  $700 
that  farmer  has  ^ten  good  service  under  the  rural  CTedit  systems,  then  we  farm^ 
will  never  mention  the  subject  again.  The  buildings  have  never  been  estimated  at 
less  than  $7,500.  They  cover  a  12-room  house,  brick  dairy,  bam  60  feet  square,  three 
stories  high,  covered  with  tin,  box  stalls  for  eight  horses  and  stanchions  for  40  head 
of  cattle,  mow  room  for  60  tons  of  hay.  cable  carrier  stone-walled  baFement,  and  other 
outbuildings,  which  have  been  valued  at  $7,500  to  $10,000.  The  maximum  loan  under 
the  Federal  land  bank,  C.  L.  of  F.  Loan  Board,  on  the  improvement  is  $700,  arrived 
at  by  taking  one-fifth  of  the  iiieurance  policy  carried. 

Mr.  Appleby.  They  took  into  consideration  the  land,  did  they  not? 

Mr.  DoAK.  Oh,  yes.  But  you  see,  they  segregated,  in  making  tbe  loans,  die  land 
from  the  huildings. 

Mr.  Appleby.  And  they  aro  allo^ving  $700? 

Mr.  DoAK.  They  are  sJlowing  50  per  cent  of  the  land. 

Mr.  Appleby.  And  you  say  the  property  is  worth  §7,500? 

Mr.  DoAK.  I  say  the  buildings  alone  could  not  be  replaced  at  S7,500.  They  arrived 
at  that  by  taking  20  per  centof  the  insurance  policy,  which  happened  to  be  only  §3,500. 
As  a  matter  of  fact,  our  muiuals  will  not  insure  any  prop^ty  at  over  $4,000,  and  they 
are  able  to  get  insurance  in  the  old  line  companies.  When  you  go  in  they  canod 
the  policy  and  return  the  pr^nium  in  force  on  the  local  association. 

I  want  to  make  an  earaeat  plea  to  this  conunittee  for  the  raising  of  that  limit  from 
25  per  cent  to  GO  per  cent,  in  my  judgment  it  is  keeping  out  10  people  where  the 
$10,000  from  it  is  keeping  out  one.  It  would  not  be  the  proportion  in  some  sections; 
I  can  see  that  $10,000  limit  in  the  corn  belt  would  keep  out  more  people,  but  taking 
the  United  States  as  a  whole,  this  is  the  thing  that  needs  to  be  done  list  and  is  most 
important,  because  it  is  keeping  out  the  majority  of  people. 

Mr.  Appleby.  That  is,  to  raise  the  perc^tage  for  the  amount  of  the  loan  as  far  as 
the  building  is  worth  in  value  rather  than  the  amount  of  insurance  that  tbey  carry; 
is  that  what  you  mean? 

Mr.  DoAK,  I  mean  to  multiply  this  20  cent  limit  by  three,  and  it  would  still 
be  the  most  conservative  rural  credit  system  in  the  world,  and  it  would  still  be  only 
45  percent,  thatis,60  per  centof  75,  xou  can  onlyget  75  percent  insurance  to  cover 
all  the  buildings. 
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As  it  stands  now,  the  farmer  has  to  have  an  equity  of  9  per  cent  in  his  buildings  to 
get  into  the  Federal  land  bank  system,  which  I  think  every  reasonable  man  will  con- 
sider unusual  and  unnecessarily  harsh.  I  think  there  should  be  a  UsBitf  but  ^  per 
cent  loan  is  certainly  perfectly  safe. 

This  matter  of  representation  is  a  concession,  and  yet  it  is  not  right.  It  ignores 
and  it  continues  to  ignore.  Three  members  of  our  selection  and  one  by  the  board, 
which  amounts  to  the  same  thing,  and  if  there  would  be  a  tie  the  board  would  decide, 
and  they  would  still  have  four  and  run  the  bank. 

iSx.  AppIiSby.  Are  there  any  otfier  exphaiati(ai&? 

Mr.  DoAK.  That  ia  alL  As  hsamm  we  mmly  d^nand  our  lii^ts  as  to  six  of  |be 
xdne  directors. 

Statements  have  been  made  here  which  reflect  on  us  personally  and  our  organiza- 
tion. It  is  due  me  to  say  that  I  am  seeking  no  job.  In  the  last  fifteen  years  I  have 
been  around  the  Senate  and  House  Office  Buildings  probably  as  much  as  any  other 
actual  farmer  in  the  United  States.  I  defy  anv  Member  of  either  House,  past  or 
present,  to  say  I  ever  asked  place  or  preferment  for  myself  or  a  friend  or  for  anything 
dse.  While  I  looked  around  upon  the  person  who  mikm  this  insimiatimi,  it  dawned 
upon  me  that  he  has  just  landed  in  one  paying  three  timed  a  Senator's  or  Congress- 
man's salary.  Whether  all  these  fat  jobs  are  thrast  upon  him  and  whether  he  is  worth 
the  price,  I  am  unable  to  say.  He  reflects  on  our  association  and  their  paper  with 
the  statement  tliat  they  do  not  function,  and  that  the  only  reason  our  bonds  sell  better 
than  joint-stock  bank  bonds  is  because  of  Government  supervision.  Do  not  both 
banks  get  the  same  supervision?  But  they  do  not  furnish  in  equal  amount  in  value 
this  security.  This  security  is  furnished  by  us;  that  is,  the  local  association.  We, 
the  cooperating  farmers,  undertook  to  supply  the  investing  public  a  bond  based  on 
land  aiKl  its  productive  improvements.  We  object  and  tihe  public  will  to  the  int3X>- 
duction  of  hazards  contemplated  by  this  bill. 

We  through  the  Federal  Farm  Loan  Board  are  violating  the  law  in  failing  to  orde 
an  election  of  our  directors  in  those  land  banks  which  have  subscribed  $100,000  stock 
bf^fore  this  amendment  of  Jamiary,  1918;  second,  in  forcing  his  loan  on  our  Fairfax 
Association:  that  is,  the  joint-stock  land  bank  appraiser  burrett  (read  Senator 
Pletcher's  statement  before  the  Banking  and  Currency  Committee  of  April  8  to  15, 
1922,  page  51);  third,  in  holding  undivided  surplus  and  withholding  dividends. 
The  Federal  Farm  Losm  Board  has  denied  our  local  association  their  directors;  their 
nae  of  the  one-eighth  of  1  per  cent;  their  right  to  counsel.  It  has  repreatedly  neglected 
th^  interest.  When  our  bonds  brought  106  per  cent,  said  premiums  to  go  to  the 
borrowers  (sec.  13,  last  clause,  Federal  farm  loan  act)  instead  of  protecting  or  at 
least  securing  some  of  that  premium  for  ufi  they  took  advantage  of  the  situation  to 
perpetuate  their  control  of  the  system. 

When  the  year  rolled  around  as  required  even  by  amendment,  why  did  they  not 
call  on  the  Federal  Treasury  for  those  bonds,  sell  them,  and  put  the  premium  to  the 
credit  of  the  Federal  land  banks  for  the  local  association  stock  holders? 

Mr.  Appleby.  The  committee  will  now  hear  Mr.  Lever,  fomer  member  of  the 
Federal  Fann  Loan  Board. 

STAT!EMENT  OF  HOK.  ASEBUBY  F.  LBVEB,  PBBSZDSNT  OF  JOINT 

XiANI)  BAMKy  0OLT7BDBIA)  8.  G. 

Mr.  Lever.  I  do  not  know  that  I  can  add  very  mmdi  to  this  question.  It  has  been 
pretty  fully  covered  already. 

As  a  farmer  member  of  the  Farm  Loan  Board,  howevt^^  I  am  very  glad  to  be  able 
to  indorse  the  provisions  of  this  bill  very  heartily. 

T  was  one  of  a  subcommittee,  as  you  know,  Mr.  Chairman,  who  prepared  the  ground- 
work for  the  present  farm-loan  system.  I  have  given  a  good  deal  of  thought  to  it, 
and  1  am  very  glad  to  be  able  to  say  that  the  system  as  a  whole  is  rendering  a  most 
wonderful  service  to  agriculture.  I  am  at  present  the  president  of  a  newly  organized 
joint-stock  bank  opecating  in  North  and  South  Carolina,  and  if  you  gentlemen  would 
go  with  me  over  the  applications  that  come  to  us  for  loans  in  which  the  purpose  of 
the  loan  must  be  stated,  you  would  be  astounded  almost  at  the  facts.  I  should  say 
95  per  cent  of  the  borrowers  in  that  territory  are  borrowing  mxmey  to  take  care  of  their 
losses  in  1920  and  1921. 

I  sav  it  without  anv  hesitation  whatever  that  the  farm-loan  svstem  through  both 
of  its  branches  is  serving  the  purposes  of  putting  agriculture  back  on  its  feet,  in  nay 
territory  at  least,  and  I  think  throughout  the  country." 

The  farmer  will  come  back  all  right,  Mr.  Chairman.  He  has  to  come  back.  The 
fturmer  is  the  only  man  I  know  of,  Mr.  Groldsborough,  who  can  not  strike.  His  lifetime 
is  wrapped  up  in  his  little  &rm,  his  farm  houses,  his  machinery,  and  his  live  stock, 
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etc.  He  can  not  pick  up  like  the  professional  man  or  laboring  man  and  go  somewhere 
else  and  get  a  job;  it  means  too  much  sacrifice  for  him.  So  that  he  will  come  back 
without  our  help.  But  the  6um*loan  system  is  helping  him  to  come  back  more  quickly 
by  giving  him  an  opportunity  to  amortize  over  a  long  period  of  time  the  losses  m  1920 
and  1921. 

Whsit  you  gentlemen  are  more  concerned  with  and  what  we  are  more  mnf^orned 
with,  all  of  U8,  is  not  so  much  what  has  been  already  done  by  the  farm-loan  syst*  m — 
and  it  has  accomplished  a  wonderful  work — but  we  are  interested  in  providing  plans 
by  which  to  continue  at  full  force  its  operations  for  the  future.  The  available  money 
for  the  system  for  loaning  purposes  comes,  as  you  know,  through  the  sale  of  bonds  or 
joint-stock  land  bank  bonds,  based  upon  first  mortgage  on  the  ratio  of  60  per  cent  of 
the  appraised  value.  As  a  matter  of  tect,  we  »re  loaning  about  30  per  cent  of  tiie 
value. 

The  only  way  to  sell  a  bond  to  get  money  is  to  convince  the  investor  that  you  have 
a  perfectly  sound  proposition  to  sell  him.  It  is  a  remarkable  thing — I  hapi>ened 
to  be  in  New  York  last  week  when  it  happened — that  tho  offering  of  the  Farm  Loan 
Board  of  ?75,00O,000  of  bonds  was  taken  by  1  o'clock  that  day.  Seventy-five  million 
dollars  is  not  a  sum  to  be  picked  up  in  the  road:  it  is  lots  of  money.  The  federal 
land  bank  bonds  are  selling  on  the  market  now  almost  with  as  great  ease  as  Govern- 
ment securities  themselves.  And,  gentlemen,  they  are  selUi^  so  readily,  for  <he 
reason  lhat  the  investing  public  ImB  the  idea  that  the  Government  con^  <^  the 
system  is  inracticaUy  abs^ute,  and  that  is  why  they  ar^  selling  so  very  readily. 

We  have  some  trouble,  Mr.  Ghauman,  sometimes  selling  some  of  our  joint-stock 
land  bank  bonds,  for  the  reason  that,  I  think — and  I  think  for  the  sole  reason— not 
that  we  do  not  have  just  as  good  security  back  of  our  bonds  as  the  Federal  land  bank 
has  but  for  the  reason  that  the  investing  public  has  not  been  led  to  believe  that  our 
bonds  of  our  banks  are  as  closely  controlled  by  the  Government  as  the  Federal  land 
banks,  and  they  are  not.  I  think  our  bonds  are  just  as  good  as  any  bonds.  But  the 
Federal  Government  does  not  have  the  control  of  joint^ock  land  banks  that  it  has 
over  Federal  land  banks,  and  <he  public  knows  that* 

That  leads  me  to  a  brief  discussion  of  the  only  provisicm  of  this  bill  which  I  think 
there  is  any  controversy  about,  and  that  is  the  permanent  organization  of  these  banks. 
The  Federal  land  banks  are  still  operating  under  its  temporary  cnganization,  because 
the  Government  still  owns  some  of  the  stock  in  these  banks. 

The  proposition  contained  in  the  bill  before  you  proposes  that  the  peinianent 
organization  shall  consist  of  seven  directors  in  these  various  banks,  three  of  whom 
1^11  be  elected  by  the  various  farm-loan  associations  in  the  respective  districts, 
three  to  be  appointed  by  the  Farm  Loan  Board,  and  the  seventh  man  to  be  selected 
by  the  six. 

The  original  plan  of  oi^anization  was  that  six  of  the  directors  should  be  dected  by 
the  farm-loan  association  and  three  appointed  by  the  board. 

Mr.  Chairman,  I  was  a  member  of  the  Farm  Loan  Board  at  the  time  this  recom- 
mendation was  sent  to  Congress.  All  the  pro\isions  of  this  bill  have  been  recom- 
mended in  the  annual  report  by  the  Farm  Loan  Board  as  providing  such  legislation  as 
will  certainly  pro\ide  for  the  future  successful  operation  of  the  farm-loan  system. 

I  disagree  with  my  good  friend  Mr.  Manson  that  the  fact  these  provisions  may  have 
originated  with  the  Farm  Loan  Board  is  any  reason  why  they  should  not  receive  your 
favorable  conmderation. 

I  ain  not  now  a  m^bsr  ot  the  Farm  Loan  Board,  so  I  think  I  can  talk  about  the 
members  without  throwing  any  bouquets  at  myself.  I  do  not  believe  there  is  a  better 
board  in  Washington  than  the  Farm  Loan  Board.  I  know,  as  an  ex-member  of  that 
board,  that  there  is  absolutely  no  politics  in  the  board;  I  know  that  these  men  are 
concentrated  to  their  duties,  and  1  know  that  the  recommendations  that  they  bring 
to  this  committee  of  Congress  are  recommendations  that  they  believe  will  help  the 
farm-loan  system  to  provide  money  to  the  needy  farmers  of  this  country.  What  other 
purpose  could  they  have,  gentlemen?  What  sinister  motive  could  the  Fann  Loan 
Board  have  in  miaking  tiiese  recommmdations?  Are  they  trying  to  centralize  the 
power  of  the  system  in  their  own  hands?  I  think  not.  I  do  think  this,  howevWi 
that  the  more  the  public  knows  that  the  Government  has  its  strong  hands  on  the  system 
the  more  readily  will  the  public  buy  the  securities  offered  from  time  to  time  with 
which  to  get  available  cash  for  the  farmers.    I  think  that  goes  without  saying. 

It  is  suggested  that  this  breaks  up  the  cooperative  features  of  the  farm-loan  system. 
Gentlemen,  I  believe  the  record  will  bear  out  the  fact  that  it  was  Senator  Hollis  and 
myself,  who,  in  the  subcommittee,  considering  the  ground  work  of  this  act,  were  the 
insistent  and  strong  advocates  of  the  cooperative  features,  so  called,  ol  the  hill.  Not 
only  did  We  insist  on  it  in  committde,  but  ataoim  fluff  of  the  Houae,  as  the  reconte  ^  the 
Senate  an^  House  wiU  sl^. 
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When  the  board  was  organized  originally  that  msax  irf  t&e  board  who  has  made  a 
national  reputation^  and  an  int^national  reputation,  haa  been  an  advocate  of  coopera- 
tive agriculture  oiganization,  Mr.  Herbert  Quick,  wafi  put  in  charge  of  the  local  loan 
associations,  because  it  was  believed  by  the  other  memb^  of  the  board  that  of  all 
men  he  -would  give  them  the  most  sympathetic  support;  and  he  did.  I  did  not  hear 
his  statement  to  this  committee  the  other  day;  I  do  not  know  what  he  said-  But  I 
think  I  know  what  he  believes,  because  he  has  told  it  to  me  several  times. 

When  I  became  a  member  of  this  board,  taking  Mr.  Quick's  place,  the  then  members, 
knowing  my  position  with  reference  to  cooperative  agricultural  movements,  put  me 
in  charge  of  the  local  associations.  I  think  it  was  you,  Judge  Goldsborough,  yester- 
day, who  suggested  that  you  thought  perhaps  these  little  local  farm  o^anizationB 
might  become  the  nucleus  for  other  cooperative  community  work.  I  had  exactly 
the  same  idea  when  I  went  on  the  board,  and  if  you  will  go  to  files  in  the  Farm  Loan 
Board  you  will  find  that  one  of  the  first  things  I  did  was  to  write  a  letter  to  every  local 
association  in  the  United  States,  then  about  3,5000,  now  about  4,600, 1  think — suggesting 
the  very  thought  that  you  have  expressed,  that  the  best  way  to  keep  the  cooperative 
tjffort  is  to  show  that  it  pays  in  money;  and  that  inasmuch  as  ten  farmers  by  getting 
their  elbows  together  may  make  it  possible  to  borrow  money  in  easy  terms,  might  be 
the  entering  wedge  for  teaching  them  that  by  doing  the  same  thing  in  the  purchase 
of  lime,  lumber,  buUding  material,  or  live  stock  the  same  kind  of  saving  might  be 
effected.   I  wrote  that  out,  too.  I  thought  it  was  a  suggestion. 

Governor  Cooper  will  correct  me  on  thJs,  unless  it  has  happened  since  last  May.  I 
make  the  statement  boldly  that  there  is  not  one  of  these  organizations  in  the  United 
States  taken  onto  itself  any  additional  cooperative  work  other  Uian  the  borrowing  of 
money  tlirough  the  system.    Do  you  know  of  any? 

Mr.  CooPEH.  I  do  not  know  of  any. 

Mr.  Lever.  So  that  if  there  is  any  hope  that  these  associations  may  become  the 
nucleus  for  other  cooperative  efforts  among  the  farm^,  I  think  we  had  just  as  well 
abandon  the  hope.  I  do  not  think  it  will  come. 

In  a  hearing  before  the  Senate  Committee  on  Banking  and  Currency,  the  day  I 
resigned  from  Congress — I  was  in  pretty  good  position  to  talk,  as  the  President  had 
my  resignation  at  the  time — I  made  this  statement,  that  a  national  farm-loan  associa- 
tion was  not  a  cooperative  concern  and  would  ne^^er  be  a  cooperative  concern  in  the 
sense*that  we  define  cooperation  among  farmers,  for  the  reason  tliat  when  a  farmer  got 
his  $950,  the  other  s50  of  the  thousand  being  invested  in  the  farm-loan  stock,  his 
interest  in  that  concern  ceased.  I  said  to  Senator  Walsh,  I  think  it  was,  " Senator, 
your  borrower,  the  member  of  this  associaticm,  who  has  $50  stock  invested  in  it  is  not 
going  to  ride  40  miles  in  Montana  through  a  snow  storm  to  collect  his  $3  dividend, 
unless  the  farmers  of  Montana  are  a  blamed  sight  bigger  fools  than  the  famkefS  of 
South  Carolina."    He  did  not  think  so  either. 

The  farmer  in  borrowing  through  this  system,  Mr.  Chairman,  is  borrowing— that 
is  his  prime  purpose,  he  is  not  looking  for  an  investment  in  stock.  The  truth  is,  he 
would  rother  not  have  the  investment.  A  man  who  wants  to  borrow  $10,000  wants 
$10,000;  he  does  not  want  $9,500  and  then  a  stock  investment  that  may  or  may  not 
pay  him  of  $500. 

We  have  the  system  and  it  is  all  right;  but  let  us  not  make  the  mistake,  gentle- 
men, of  und^wing  to  run  a  concern  as  big  as  the  12  Federal  land  banks,  which 
concern  must  get  its  money  by  going  out  into  the  market  and  buying  it  in  competition 
with  Government  and  municipal  securities — let  us  not  undertake  to  let  the  400,000  or 
500,000  farm  borrowers  throughout  the  United  States  alone  run  that  kind  of  a  concern. 
There  is  no  man  in  the  world  who  has  any  more  respect  for  the  farmer  than  I  have. 
I  have  always  had,  gentlemen,  the  courage,  however,  to  tell  him  the  truth  and  not  to 
flatter  him.  You  can  not  run  such  a  concern  as  this,with  such  a  scattered  organization, 
as  a  business  proposition.  The  Ssam  borrowera,  as  stocUiolders  in  this  system,  have 
their  right  of  representatian  on  the  various  boards  of  directors  of  these  institutions, 
and  this  bill  provides  for  that  representation.  But  the  Government,  on  the  other  hand, 
gentlemen,  has  a  very  strong  right  to  its  representation  and  a  very  strong  representa- 
tion on  these  boards  of  directors,  for  the  reason  that,  if  for  no  other,  the  Congress 
of  the  United  States  in  the  terms  of  the  law  itself  has  said  that  farm-loan  bonds  are 
the  sacred  instruments  of  the  Government;  and  the  Supreme  Court  has  upheld  the 
power  in  a  sweeping  decision  to  sustain  the  power  of  Congress  to  say  that. 

Now,  then,  has  the  Government  no  obligation  there  to  make  good  its  word?  When 
my  friend,  the  gentleman  from  IM^land,  buys  a  farm-loan  bond,  he  knows  he  is  m 
fact  buyii^  what  he  says;  it  is  an  instrument  of  the  Government  and  as  good  as  the 
Gov«nineiit«  And  the  Government  can  not  make  good  that  word  imlesa  On/d  GovefB* 
mmt  bae  wcme  pewet  of  control  along  with  tbe  fann  borzower» 
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I  have  never  heard  of  any  serious  opposition  to  this  proposition,  and  it  has  been 
imder  discussion  for  five  years  at  least,  except  as  coming  from  the  coganlzation,  so 
caUed,  which  Mr.  Manson  represents.  These  matters  were  threshed  out,  as  he  knows, 
by  him  and  myself  at  a  meeting  at  Albany,  I  believe  it  was,  about  a  year  ago,  at  a 
meeting  of  the  secretary  treasurers  of  that  land  bank  district— was  it  the  entire  distarict 
or  just  New  York?    I  want  to  be  correct  about  it. 

Mr.  Manson.  I  think  of  that  section  of  the  State  of  New  York.  You  say  it  was 
"  threshed  out."    You  talked  three  hours  and  I  talked  about  three  minutes. 

Mr.  Lever.  You  know  I  can  talk  when  I  get  before  these  fellows  out  in  the  country. 

Mr.  Manson.  I  could,  too,  if  I  had  had  the  opportunity. 

Mr.  Lever.  Those  gentlemen  went  on  record  m  this  matter,  and  as  a  former  member 
of  tiie  board,  with  now  and  then  an  exception,  there  has  never  been  a  complaint  of 
these  recommendations,  not  one.  And  yet  all  of  the  secretary  treftnxreffl  have  received 

copies  of  that  proposal.    I  sent  them  a  circular. 

There  is  this  to  be  said  about  the  whole  business:  With  rare  exception  the  secretary 
treasurer  of  the  association  is  the  association.  It  is  he  who  usually  takes  the  appraiser 
out  to  see  the  property,  along  with  perhaps  two  members  of  the  board  of  directors.  It 
is  he  who  does  all  the  correspondence  for  the  association;  it  is  he  who  maps  out  its 
policies.  The  farmer  who  has  gotten  his  money  already  and  is  satisfied  with  it  in 
ninety-iune  cases  out  of  a  hundred,  ceases  to  have  anymterest  in  it,  and  the  best 
proof  of  that  fact  is  the  statement,  I  think,  madeby  Governor  Cooper  here  yesterday 
that  no  more  than  10  per  cent  of  these  associations  have  held  their  annual  meetings  at 
which  they  not  only  shouhi  ^ect  their  boards  of  directors,  which  in  turn  choose  the 
officers  of  the  association. 

I  do  not  know  that  there  has  been  any  special  complaint  from  secretary-treasurers. 
Now  and  then  you  hear  some  complaint  from  one  who  more  likely  than  not  is  anxious 
to  be  a  member  of  the  board  of  directors  of  his  regional  bank.  I  think  ^ete  is  a  good 
deal  in  what  my  former  colleague  Mr.  Stevenson  just  suggested  yesterday  on  the 
othOT  side,  and  that  is  that  if  you  are  goii^  to  maintain  as  your  plan  of  permanent 
(»^nization  the  plan  as  outlined  in  the  existing  law,  there  is  going  to  be  a  tendency 
growing  up  and  getting  stronger  and  stronger  each  day  for  ambitious  secretary- 
treasiurers  to  become  avowed  canvassing  candidates  for  these  jobs.  I  do  not  think  you 
can  escape  it  to  save  your  life.  I  might  want  one  of  those  jobs  myself.  If  I  did 
I  would  do  like  everv ^fellow  who  wants  a  job,  adopt  those  methods  by  which  you 
would  get  the  job.  You  would  go  out  and  seek  votes.  That  would  be  exceedingly 
unfortunate,  extremely  unfortunate-  It  would  be  so  unfortunate,  Mr.  Chairman, 
ttiat  I  do  not  believe  that  the  system  could  as  easily  and  as  readily  sell  its  future 
issues  of  bonds*  I  am  not  an  expert  on  that.  You  mi^t  get  some  repersentatiye 
of  the  bond  houses  to  give  you  expert  inloimaticm  on  that  pn^posttion*  But  that  ia 
my  own  judgment. 

Mr.  Corey.  The  charge  has  been  made  that  the  Farm  Loan  Board  has  been  par- 
ticularly unfriendly  to  the  association,  and  a  statement  has  been  made  that  Judge 
Lobdell  said  that  he  would  either  abolish  the  association  or  resign  from  the  board. 
You  might  say  what  you  know  about  that. 

Mr.  Lever.  As  to  the  attitude  of  the  Farm  Loan  Board  with  reference  to  the  asso- 
ciation, I  tried  to  bring  out  in  tiie  statement  tliat  at  all  times  since  the  organization 
of  tiie  system  that  member  who  has  been  known  to  be  most  cooperatively  inclined 
in  his  thinking  has  been  placed  in  chai]^  of  the  cooperative  features  of  the  system, 
banning  with  Mr.  Hurbert  Quick,  conung  on  down  to  myself  and  then  to  Governor 
Cooper,  who  succeeded  me.  They  are  men  who  have  been  especially  selected  by 
their  colleagues  in  charge  of  that  feature  of  the  system  which  deal  directly  with  the 
association,  in  the  belief  that  if  anybody  could  develop  the  cooperative  idea  it  would 
be  these  men  who  administer  that  feature  of  the  law, 

Mr,  Stbong.  Mr.  Hurbert  Quick,  Governor  Cooper,  and  yomadf  are  all  in  sym- 
pathy  with  the  cooperative  idea  and  systmn  among  the  farmers,  are  you  not? 

Mr,  Levkr.  Absolutely,  sir.  I  think  I  can  state  without  any  fear  of  contradiction 
that  perhaps  no  man  in  the  State  of  South  Carolina  has  made  more  public  speeches 
in  favor  of  cooperative  work  among  the  farmers  than  myself  during  the  last  20  years. 

Mr.  Manson.  May  I  ask  Mr.  Lever  a  question? 

M^r  AppiiEBY  "Yes*  certainly. 

Mr!  Manson.  Mr.  Lever,  you  refer  to  flie  fact  that  the  law  provideB  and  the 
Supreme  Court  has  declared  that  the  bonds  are  an  instrumwtality  of  &e  Gojertt- 
ment  is  one  of  the  reasons  why  the  Government  should  continue  to  have  a  majority 
of  the  board  of  directcHfs.  Bo  I  understand  you  conedly  in  that? 

J^fr  I-/EVBR*  ^Tes* 

Mr!  Mansok.  Is  it  not  a  fact  that  the  act  under  which  the  ^ipceme  Court  noade  that 
declaratign  iyiMi  Ifee  joint  gtod^  land  bank  act? 
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Mr.  Levbb.   The  law  itself  Bays  so,  if  I  remember. 

Mr.  Manson.  There  is  no  section,  either  in  the  law  or  in  this  decision  between  the 
bonds  of  the  joint-stock  land  banks  and  the  Federal  Iwd  ImOm  with  vespect  of  there 
being  instrumentalities  of  the  Government,  is  there? 

Mr.  Lever.  No.  But  let  me  answer.  You  do  not  know  the  history  of  this  leg- 
islation. 

Mr.  Manson.  Just  a  minute,  I  would  just  like  to  know  this.  In  view  of  TOO  fact 
that  you  ai^e  that  because  these  are  instrum^ts  of  the  Gov^nmient,  the  Government 
should  name  a  majority  of  the  directors  of  the  Federal  land  banks,  and  in  view  of  the 
&uet  that  the  joint-stock  land  banks  under  the  same  law  have  tlie  same  charactear  of 
security,  what  I  wanted  to  know  was  wether  you  also  fskyox  tlie  GoY^!Zim^t  by  naming 
the  majority  of  the  directors  for  your  bank. 

Mr.  Lever.  I  would  be  very  glad  to  canswer  that  question  the  best  I  can.  Two 
systems  are  provided  in  the  farm  loan  sustem — two  instrumentalities  of  loaning  money. 
One  consists  of  the  Federal  land  banks.  The  Government  capitalized  those  banks,  to 
begin  with;  the  Government  still  has  capital  invested  in  those  banks. 

Mr.  Manson.  In  all  of  them? 

Mx.  Lbyer.  I  think  in  most  of  them.  Let  me  say  this,  Mr.  Manson:  I  am  perfectly 
willing  to  answer  questions,  but  I  am  not  goin^  into  details,  because  it  has  oeen  mx 
montns  since  I  left  this  board.    I  am  trying  to  give  you  a  general  picture. 

The  joint  stock  land  banks  were  put  into  this  act  for  two  reasons:  A  member  of  the 
subcommittee,  Mr.  Moss  of  Indiana,  who  met  with  the  tragic  death  of  ha\ing  been 
gored  to  death  by  a  bull  after  he  left  Congress,  who  had  been  on  the  committee  ap- 
pointed by  President  Taft  to  go  to  Europe  to  investigate  the  whole  subject,  was  never 
satisfied  in  his  own  mind  that  the  federated  system,  which  was  so  strongly  advocated 
by  Senatcur  Hollis  and  othm,  induding  myself,  would  work.  He  had  grave  doubts 
of  it.  So  that  he  insisted,  for  thet  reason,  and  the  further  reason,  which  I  will  state 
in  a  moment,  that  you  have  a  back  stop,  as  it  were,  so  that  if  the  one  system  did  not 
oi)erate  and  failed  that  the  other  would  be  operated  by  private  capital. 

The  reason  for  the  joint-stock  land  bank  features  in  this  law  is  this:  I  think  all  of 
us  at  that  time,  every  member  of  the  joint  committee,  knew,  as  I  know  now,  that  there 
are  two  types  of  farmers  in  America.  The  one  is  the  cooperatively  inclined  farmer; 
the  other  is  individuaUstically  inclined  farmer.  One  hkes  to  cooperate  with  his 
neighbors  in  efforts  to  better  we  a)mmunity ;  the  other  prefers  to  do  his  business  on 
his  own  hook.  And  you  have  those  two  types  of  farmeis  and  those  two  types  of  mm, 
not  only  farmers,  but  men  in  your  body  pontic. 

The  joint-stock  land  bank  was  created  to  provide  for  that  type,  as  well  as  to  provide 
for  a  second  line  of  defense,  if  the  main  purpose  of  the  law  fell  down,  and  to  have  the 
Government  control  the  operation  of  the  joint-stock  land  banks  as  they  now  control 
the  operation  of  the  Federal  land  banks  would  be  far  beyond  the  intent  of  Congress 
in  the  creation  of  the  system. 

Just  one  further  statement,  Mr.  Manson,  and  then  I  will  answer  you.  I  undert^e 
to  say  this,  titiat  if  the  Government  owned  a  proportionate  share  of  the  stock  of  joint- 
stock  land  banks,  as  it  does  of  the  Federal  land  banks,  and  if  the  Government  did 
control  perhaps  the  boards  of  directors  of  the  joint-stock  land  banks  I  am  inclined  to 
think  that  the  joint-stock  land-bank  bonds  woxild  sell  more  readily  than  they  do. 
Does  that  answer  you? 

Mr.  Manson.  No,  it  does  not.  My  point  is  this,  that  so  far  as  the  argument  that 
the  bond  is  an  instrumentality  of  the  Government  is  concerned,  that  the  control  of 
the  bank  should  be  in  the  Government;  that  there  is  no  distinction  between  the  joint- 
stock  land  bank  and  the  Fedend  land  bank,  is  there? 

Mr.  I^VBB.  So  £Eur  as  the  bonds  are  concerned,  so  &r  as  the  declaration  of  Oongiess 
is  concerned,  no. 

Mr.  Manson.  But  you  predicate,  as  I  understand  it,  your  theory  that  the  Govern- 
ment should  control,  upon  its  stockholding.  Is  it  not  a  fact  that  in  the  case  of  four 
of  the  banks  the  bank  does  not  own  a  dollar  of  stock? 

Mr.  Lever.  I  could  not  tell  you  that;  I  do  not  know.  Governor  Cooper  can  fur- 
nish that  information.  ^      ^       r       .  . 

Mr.  Stevenson.  If  you  will  allow  me  to  interject  a  suggestion  right  there  it  is  not 
contemplated,  as  I  understand  it,  that  this  scheme  shall  be  put  into  effect  until  the 
Government  has  returned  aU  of  its  stock.  The  Government  has  tiie  control  until  it 
does,  and  this  sch^e  is  only  provided  for  'whm  the  Government  parts  witii  all  of 
its  stock 

Mr.  Manson.  I  would  just  like  to  make  a  statement  in  the  record  that  will  correct 
the  misapprehension  that  is  indulged  in  by  Mr.  Lever  and  indulged  in  by  the  Congress- 
man here,  that  the  continuance  of  the  Government  control  is  not  dependent  under 
the  law  on  its  stockholders.  It  is  dependent  upon  the  continuance  of  its  holding  in 
the  Treasury  certain  bonds,  whijh  it  purchased  under  an  act  passed  in  January,  1918. 
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The  original  act  provided  for  temporary  organizations  merely  to  get  the  system  started 
and  provided  that  when  the  subscriptions  to  stock  by  the  farm  loan  associations 
amounted  to  $100,000  that  the  permanent  boards  of  directors  should  be  cliosen,  six 
by  the  associations  and  three  by  the  Farm  Loan  Board.  In  January,  1918,  eigiit  of  the 
banks  had  reached  the  point  where  J;hey  were  entitled  to  elect  their  directors  under 
that  law,  although  the  election  which  is  provided  by  the  law  to  be  called  by  the  Farm 
Loan  Board  had  not  been  called.  At  that  time  Congress  passed  this  amendment 
autliorizing  the  Treasury  to  purchase  $200,000,000  of  the  bonds  of  the  Federal  land 
banks,  and  because  at  that  time  the  Gov^nment  did  not  want  the  Federal  land-bank 
bonds  to  be  competing  on  the  market  with  Government  bonds  which  it  was  about 
to  offer,  and  this  amendmwt  provided  that  the  tempovwy  cigimizatiQiW  should  con- 
tinue so  long  as  the  Government  held  those  bonds. 

Mr.  Strong.  Mr.  Manson,  don-t  you  think,  and  is  it  not  true,  that  the  reason  the 
Government  provided  by  law  for  the  purchase  of  $200,000,000  of  the  bonds  of  the  farm 
loan  banks,  was  because  they  could  not  sell  them  

Mr.  Manson  (interposing).  Oh,  no;  no  indeed. 

Mr.  Stbvsnson.  I  was  on  the  committee  then.  Just  get  it  square  now. 
Mr,  Stroko.  Yes;  I  am  trying  to  £^k  a  question. 

Mr.  Stevjbnson.  I  did  not  think  you  wanted  to  burden  the  record  with  a  question 
that  is  not  germane  here.  Mr.  McAdoo,  the  Secretary  of  the  Treasury,  came  right 
here  and  asked  us  to  make  that  provision,  on  the  express  grounds  that  he  did  not  want 
the  bonds  to  become  competinjg  with  the  enormous  issues  of  bonds  he  wds  havii^ 
to  make,  and  he  prepared  

Mr.  Lever  (interposing).  That  is  correct;  that  is  historically  true. 

It  might  be  also  a  matter  of  historical  interest  to  say  thsA  the  man  of  all  men  who 
provided  for  the  cooperative  features  of  the  farm  loan  act  and  who  had  more  to  do 
with  the  carriage  of  that  measure  through  the  United  States  Senate,  Senator  HoUis, 
was  the  man  who  wrote  tibte  act,  and  put  it  through  the  Senate.  Mr.  Manson  r^&tB 
to  that  act  of  1918? 

Mr.  Manson,  Yes. 

Mr.  Lever.  For  temporary  organization.  So  that  notwithstanding  the  innuendoes 
and  insinuations  that  have  been  broadcasted  thi'ough  the  country,  that  that  proviso 
for  continuing  control  in  the  Government  for  a  certain  length  of  time  was  the  work 
of  the  Farm  Loan  Board,  the  fact  is  that  tiiie  proviso  was  offered  to  that  proposition  in 
the  Senate  Committee  on  Banking  and  Currency  and  was  accepted  by  Senator  Hollis 
and  defended  by  him  on  tile  floor  of  tibe  S^iate.  If  you  think  that  is  not  true,  go 
back  to  the  records  and  see- 
Mr.  Mansoi^.  Mr.  Lever,  you  are  lamiUar  with  the  &mt  anjuial  report  of  the  Fana 
Loan  Board? 
Mr.  Lever.  I  can  recall  it,  perhaps. 

Mr.  Manson.  Is  it  not  a  fact  that  the  first  annual  report  of  the  Farm  Loan  Board 
contains  the  statement  that  the  wisdom  of  running  the  banks  in  the  way  provided 
for  by  the  law  was  apparent,  and  that  the  board  had  recommended  a  measure  which 
would  extend  the  temporary  control? 

Mr.  Lever.  I  do  not  recall  that  having  been  in  the  annual  report,  but  let  me  say 
this,  Judge :  If  the  board  said  that,  the  board  aglun  d»(ic»Eisti:ateditQ  Teryaoumd  iind»- 
standing  of  this  whole  system. 

Mr.  Strong.  Is  it  not  true,  Mr.  Lever,  that  every  friend  of  this  sytsem  that  has 
been  upon  the  board  and  connected  with  the  perfection  of  the  system  and  carrAing 
it  on  have  come  to  believe  and  say  that  the  continual  supervision  should  be  in  the 
Government,  in  the  interest  of  the  system  itself? 

Mr*  L£V£R.  Absolutely  so,  without  any  doubt. 

Mr.  DoAK,  May  I  ask  Mr.  Lever  a  question? 

Mr.  Lbvbb,  I  nave  known      Doidc  lor  two  yeazs,  and  I  prefer  not  to  be  questioned 

by  him. 

Mr.  Manson.  May  I  ask  another  quesUon? 

Mr.  Appleby.  Yes. 

Mr.  Manson.  Mr.  Lever,  in  your  capacity  as  president  of  the  joint-stock  land 
bank,  you  have  had  considerable  dealings  with  bond  houfes,  1  assume? 
Mr.  Lever.  Some;  not  a  great  deal. 

Mr.  Manson.  You  know  it  to  be  a  fact  that  bond  houses  do  not  undertake  to  handle 
the  bonds  of  any  institution  without  pretty  fair  Investigation;  is  not  that  true? 
Mr.  Lever.  Absolutely. 

Mr.  Manson.  And  that  no  bond  house  is  handling  any  of  the  bonds  of  the  Federal 
land  banks  at  the  present  time  without  knowmg  that  the  bonds  were  issued  under 
a  law  which  provides  that  this  temporary  control  may  end  at  any  time  the  Govern- 
xnent  disipo^  pf  thq  bpnds  it  holds  in  the  Treaaury? 
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Mr.  Lever.  The  answer  to  that,  Mr.  Manson,  is  this:  The  bond  houses,  with  whom 
I  have  dealt,  show  a  most  able  personnel — I  thmk  the  ablest  men  I  have  ever  met, 
except  Congressmen  [laughter],  are  the  gentlemen  with  whom  I  have  come  in  con- 
tact m  the  bond  buaineBB,  and  I  think  the  gentlemen  have  so  much  confidence  in  the 
wisdom  of  the  United  States  Congress  as  that  they  do  not  contemplate  that  this  great 
system  which  has  been  built  up  shall  ever  fall  into  the  management  of  some  500,000 
to  1,000,000  borrowers  scattered  from  Maine  to  California  and  from  the  State  of  Waah"* 
ington  to  the  Peninsula  of  Florida.   That  is  my  answer  to  that. 

Mr.  Manson  .  You  do  not  question  the  ability  of  the  syndicate  that  has  taken  the 

Federal  land-bank  bonds? 
^Ir,  Lever.  It  is  a  wonderful  syndicate. 

Mr.  Manson.  Do  you  believe  that  that  syndicate  has  sold  this  enormous  quantity 
of  bonds  to  the  public  banking  upon  Congress  amending  the  law  under  which  they 

were  sold? 

Mr.  Lever.  Yes,  I  think  they  have — not  perhaps  the  first  two  issues  of  it,  but 
the  public,  Mr.  Manson,  until  the  last  two  issues  of  farm-loan  bonds  had  not  become 
thoroughly  educated  to  a  Federal  farm-loan  bank  bond.  The  public  is  now  educated 
to  it.  The  investor  is  not  making  a  great  deal  of  inquiry  about  what  is  back  of  it. 
But  if  Congress  should  refuse  to  do  a  wise  tiling,  and  if  these  banks  should  get  into 
the  hands  of  tlie  borrowers — who,  after  all,  are  borrowers  rather  than  stockholders; 
that  is  what  they  are  intended  to  be;  they  did  not  intend  them  to  be  stockholders; 
they  are  intended  to  be  b(»rrowers;  Judge  Stroi^  did  not  go  in  there  for  an  investment 
of  $250;  he  went  in  there  to  borrow  $5,000.   Tlmt  is  what  he  is  int^rerted  in. 

Mr.  Strong.  And  that  was  all. 

Mr.  Lever.  And  that  was  all.  After  all,  gentlemen,  I  do  not  want  to  prolong 
this  testimony  of  mine,  because  I  am  right  busy  and  have  to  go — you  gentlemen  who 
are  members  of  this  committee  have  just  got  one  thing  to  make  up  your  minds,  on 
whether  or  not,  as  I  believe  it  to  be  the  fact,  the  Government  su])er vision  of  this  insti- 
tution makes  for  the  most  ready  sale  of  its  securities;  that  is  all  there  is  to  it.  These 
other  propositions,  to  my  mind,  are  side  issues.  But  what  you  ^entlemw  m  Oongress 
are  interested  in  is  the  p^ecting  of  this  law  in  such  a  way  that  it  will  always  provide 
sufficient  money  to  take  care  of  the  long-term  credit  needs  of  agriculture^  and  you  are 
doing  that  now  at  the  rate  of  $1,000,000  per  day.  There  is  no  such  system  as  this  in 
the  world.  The  Langshastung  of  Germany,  although  in  existence  155  years,  I  do 
not  tliiuk  compares  with  the  system  that  we  have  built  up  here^  blazing  it  out,  as  it 
were,  in  a  wilderness. 

Mr.  Strong.  Which  has  been  built  up  and  fostered  under  Government  supervisidn? 

Mr.  Lever.  Exactly.  Gentlemen,  in  reference  to  the  other  recommendations 
contained  in  this  bill,  the  matter  of  the  loan  limit:  I  have  no  very  decided  views  on 
that  question .  I  think  Congress  is  able  to  take  care  of  that  situation  in  its  own  wisdom, 
f  I  do  say  this,  that  I  think  you  E^ould  give  to  the  Fed^nal  land  banks  the  fodlities  to 
compete  with  other  loaning  agencies;  and,  Mr,  Wingo,  I  believe  you  are  the  only 
member  of  the  old  Banking  and  Currency  Committee  left,  are  you  not?  It  may  be  of 
peculiar  interest  to  you,  therefore,  to  know,  and  Judge  Stevenson  will  bear  me  out  in 
this,  that  for  the  first  time  in  the  history  of  South  Carolina  insiu'ance  companies  have 
reduced  their  rate  of  interest  to  the  farmer.  They  have  just  done  it  within  the  last 
three  or  four  weeks. 

Mr.  WiNOO.  What  rate  are  they  charging? 

Ifr.  Lever.  They  are  charging  five  per  cent,  I  think,  Mr.  Wingo,  with  one  per  cent 
commiflflMwae^bout  six  per  cent.   I  think  it  is  costing  ti:ie  feurm^s  about  six  per  cent. 

•  I  know  it  used  to  cost  them  commissions  plus  eight  per  cent. 

Mr.  Strong.  Do  you  not  think  it  is  due  there  as  it  is  due  all  over  the  country  to 
this  Federal  Farm  Loan  System? 

Mr.  Lever.  I  was  just  about  to  say  that,  Judge — and  that,  for  the  first  time  that 
feature  of  the  caption  of  the  act,  to  stabilize  ^e  rates  of  interest  and  to  reduce  them,  is 
being  felt  in  my  section  of  I2ie  cotmtry. 

ib.  Stevenson.  There  is  no  doubt  about  that.  That  has  been  brought  about, 
however,  without  extension  of  the  maximum  limit  of  loans  in  the  Federal  land  banks. 
I  think  that  the  competition  of  the  joint  stock  land  banks  has  had  about  as  much  to 
do  with  that  as  the  Federal  land  banks. 

Mr.  Levkr.  I  did  not  want  to  say  that,  but  since  you  have  made  me  say  it,  I  am 
confident  that  you  have  the  correct  diagnosis  of  that  situation. 

Mr.  Stevenson.  The  direct  result. 

Mr.  Lever.  The  direct  result.  All  the  banks  operating  down  there  in  that  ter- 
ritory, I  think,  I  have  their  lom  limit  at  about  105,000.  That  is  their  maximum 
limit,  and  it  was  not — did  not  want  to  say  it— until  we  got  into  the  field  in  competiL* 
tikm  with  the  old  line  mcoljgige  coo^pyQdes,  with  a  reducMi  late  ol  int^^est,  that  they 
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felt  compelled  to  meet  the  competition  by  reducing  their  own  rate,  I  think  that  is 
absolutely  true. 

Mr.  WiNCM>.  Do  you  know,  also,  that  in  some  States  Hiey  have  be^  imsei  to  adopt 
the  amortization  plan  in  order  to  compete? 
Mr.  Lever.  I  have  heard  that.  Not  in  my  country,  but  I  think  that  is  trae  in 

Iowa. 

Mr.  Wingo.  The  probabilities  are  that  ultimately  these  insumnce  companies  will 
see  the  selfish  wisdom  of  abandoning  making  loans  direct  and  invest  their  surplus 
funds  in  the  bonds  of  the  system. 

Mr.  Lever.  That  is  a  sensible  thing  and  that  is  the  thing  they  will  do  ultimately. 

Mr.  WiNQO.  They  can  buy  Hie  bonds,  which  are  selling  at  101,  4^  bonds;  that 
amounts  to  a  little  less  than  4\  per  cent.  They  are  not  getting,  if  they  chai^ge  the 
expense  of  organization  and  other  things,  but  a  naotion  over  that  on  tiioae  5  p&t  cent 
loans  they  are  making. 

Mr.  Strong.  Mr.  Lever,  I  am  very  sorry  I  was  retained  at  my  office  and  did  not 
come  in  until  after  you  had  commenced  your  statement.  Have  you  discussed  the 
proposition  of  appointing  agents? 

Mr.  Lever.  I  had  not  suggested  that. 

Mr.  Strong.  That  is  one  featiire  of  the  bill  that  I  am  very  much  interested  in, 
because  I  feel  that  the  farmers  of  the  country,  especially  in  my  own  State  and  district^ 
ou^ht  to  have  the  opportmaty  to  get  these  Umois  without  so  much  red  tape  and  without 
beiiijg  forced  to  be  neld  up  or  delayed  by  a  cooperative  association,  if  it  is  not  func- 
tioning properly.  The  remedy  is  suggested,  when  we  have  a  cooperative  assocation 
that  is  not  functioning,  that  the  farmers  ought  to  form  another  one,  but  that  takes 
time  and  is  sometimes  hard  to  accomplish. 

And  when  a  farmer  wants  to  get  a  loan,  should  we  say  to  him  that  he  has  got  to  get  nine 
other  farmers  who  may  want  a  loan  interested  before  he  can  secure  one,  or  he  may  live 
in  a  community  where  a  &rm  loan  association  is  not  f  unctiomng  or  which  probably  does 
not  deure  to  take  in  any  more  farmers.  I  think  the  fanners  ought  to  have  an  oppor- 
tunity to  secure  these  loans  as  easlijr  as  possible,  und  I  have  suggested  the  agency 
system  in  this  bill  and  insisted  upon  it,  because  I  want  every  farmer  to  be  served.  If 
you  can  tliink  of  any  other  plan  I  would  like  to  have  you  do  so,  or  if  you  approve  or 
disapprove  of  the  appointing  of  agents  I  would  like  to  hear  you  on  that  proposition. 

Mr.  Lever.  I  very  much  approve  of  that  pro^d8ion  of  your  bill,  and,  as  I  remember 
it,  Mr.  Wingo,  the  original  act  contains  the  agency  pro\dsion,  to  expire  at  a  certain 
time,  did  it  not? 

Mr.  Manbok.  To  start  at  a  certain  time,  one  year  sitet  the  assodaticm — 

Mr.  LsvsR  (interporing).  A  national  association  has  hem  formed. 

Mr.  Strong.  But  where  an  aasociatum  has  hem  formed^  aa  i^ent  can  not  be 

appointed. 

Mr.  Lever.  And  if  it  is  not  functioning,  then  the  only  other  recourse  the  farmer 
has  is  to  do  as  you  say,  go  out  and  get  nine  of  his  neighbors  who  want  to  borrow 
some  money  and  form  an  association. 

Mr.  Strong.  This  thought  also  I  would  like  to  get  into  the  record:  Often  when 
farmers  do  get  together  for  the  piirpose  of  forming  an  association,  I  know  that  agents 
for  Ihe  Bankers  Loan  AssociatKms,  have  gone  to  some  of  them  and  said,  "We  will 
make  this  loan  for  you,"  and  <tiscouraged  them  and  led  tiiem  away  from  this  system 
and  got  them  back  on  me  old  proposition  of  renewing  the  loan  and  paying  a  commis- 
sion every  five  years,  preventing  the  forming  of  a  farm  loan  association  and  destroyiJ^ 
the  opportunity  of  the  other  farmers  in  the  community  to  benefit  by  this  system. 

Mr.  Lever.  I  agree  with  you.  Judge,  you  asked  a  question  yesterday,  which  I 
want  to  answer  for  you.  Speaking  of  the  cooperative  work  of  these  little  associations, 
your  su^estion  was  that  their  stockholding  was  not  large  enough  to  create  any  real 
financial  mtwest  in  the  association.  I  Htdnk  you  made  mat  statement,  and  that  some 
one  BUg^ted  that  perhaps  that  could  be  overcome  by  requiring  a  Uiger  stock  sub- 
scription. That  same  question  was  asked  me  in  the  hearing  before  Hie  Banking  and 
Currency  Committee  of  the  Senate,  to  which  I  referred  a  moment  ago,  by  Senator 
Walsh,  I  think,  who  said  that  if  they  do  not  cooperate  because  they  have  not  enough 
financial  interest  in  the  proposition,\then  require  them  to  put  50  per  cent  of  their 
borrowed  money  into  the  stock.  I  did  not  have  sense  enough  to  answer  it  on  the  spur 
of  the  moment.  It  sort  of  knocked  me  off  my  feet.  But  I  got  to  thinking  of  it  like 
we  usually  do.  and  it  was  too  late;  and  the  answer  to  it  is  this,  aa  I  brought  out  a 
moment  ago^  that  ihe  farmer  goes  into  tiie  syafann  primarily  to  bcmow  muoney ;  he  does 
not  go  into  it  to  make  an  investment. 

Mr.  GoLDSBOROuoH.  That  suggestion  mui  no  made  by  me. 

Mr.  Appleby.  I  think  I  made  it^ 
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Mr.  WiNGO.  There  is  one  practical  proportion  that  the  committee  would  be  glad 
to  have  your  judgment  on.  Here,  frankly,  is  the  contentioii  tiiat  is  made  h^:  You 
provide  in  1ms  but  for  voluntary  liquidation;  you  provide  for  agents.  The  argument 
was  made  here  that  Ibe  logical  outcome  of  those  two  provisioiis  voi^  mecm  &e  wiinng 

out  inside  of  two  years  of  the  local  associatioa. 

Mr.  Lever.  I  think  tliis  is  what  happened,  Mr.  Wingo  

Mr.  Wingo  (interposing).  That  is  the  propositioii  ui^ed  here  very  strongly,  and 
appeals  to  me.    1  want  your  judgment  on  it, 

Mr.  Strong.  It  has  been  urged  by  the  men  who  have  been  organizing  a  national 
association  of  these  local  associations,  and  their  attorney. 

Mr.  Lever.  My  own  feeling  about  that  is  this,  very  frankly:  I  think  a  farm  loan 
association  properly  organized,  properly  oflSiceied,  and  properly  run  is  a  good  thing, 
and  I  do  not  brieve  that  such  faim  loan  asaodations  would  liquidate  nndm  the  terms 
of  this  bill.  I  do  think,  however,  that  the  nonfunctioning  associations  would  be 
glad  to  liquidate  and  would  Uquidate.  Now,  just  what  per  oent  of  liquidati^  would 
take  place,  I  do  not  know. 

^h.  Strong.  If  they  will  not  fimction  and  serve  the  farmers,  they  ought  to  be- 
allowed  to  liquidate. 

Mr.  Lever.  Exactly. 

Mr.  Wingo.  Do  you  think  there  will  be  any  more  associations  organized  if  we  pass, 
this  bill? 

Mr.  Lbvbr.  I  have  hardly  got  any  judgment  about  that. 

Mr.  Wingo*  What  incentive  woiUd  thare  be?  Here  is  a  practical  argument.  A 
^man  or  a  gtoup  of  men  wants  a  loan.  They  will  say,  ''What  is  the  use  of  organizing 
an  association  and  having  a  joint  liability  of  10  per  cent?  That  is  more  apt  to  be- 
drawn  on  than  if  we  become  stockholders,  with  the  same  liability  in  the  bank/' 

Mr.  Lever.  I  think  your  reasoning  is  absolutely  sound. 

Mr.  WixGO.  If  the  farmer  could  not  build  up  a  bona  fide  cooperative  spirit? 

Mr.  I^vEii.  That  is  it  exactly.  And  if  we  can  build  up  the  coop^tiive  spirit,  if 
that  spirit  is  in  the  community,  then  the  association  vould  organize  and  would  not 
liquidate.  If,  on  the  contrary,  there  was  uot  the  cooperative  spirit— and  there  are^ 
many  communitieB  in  wMdi  l^efe  i^  not  l^t  i^iiit— they  would  do  just  as  suggested 
by  Mr.  Wingo. 

Mr.  WixGo.  We  have  provided  in  this  bill  that  in  case  there  is  that  cooperative 
spirit  and  an  agent  has  made  10  loans  to  farmers,  they  may  form  themselves  in  a. 
cooperative  association. 

Mr.  Strong.  Let  me  ask  you  tlmt  I  was  not  here,  of  course,  when  this  legislation 
was  first  passed  by  Congress  that  created  Hub  farm  loan  system.  Was  it  the  intention 
of  the  Ckmgiess  to  form  anoth^  cooperative  association  amon^  the  fanners,  which,  of 
course,  will  be  a  rival  of  the  present  farm  a^ciations,  or  was  it  the  spirit  and  purpose 
of  (  ongress  to  provide  a  way  to  get  the  farmers  cheap  money  on  their  farms? 

Mr.  Lever.  The  latter  was  the  main  proposition.  Men  like  Mr.  Wingo,  Senator 
Mollis,  and  myself  had  the  idea  that  perhaps  out  of  the  fact  these  little  organizations 
had  found  a  way  of  benefiting  themselves  in  actual  money,  that  they  could  see  other 
cooperative  enterpriees  might  grow  up  around  it.    As  a  matter  of  fact,  they  have  not. 

Mr.  Strong.  It  lias  been  urged  here  by  the  men  who  are  opposing  this  bill,  who 
have  formed  this  national  association  out  of  these  300  cooperative  aesociatioiis^ 
wldch  they  have  induced  to  join  with  them,  that  if  this  bill  becomes  a  law,  that 
with  the  right  given  for  the  liquidation  of  these  associations,  that  the  Federal  Fann 
Loan  Booffd  will  do  everything  possible  to  force  the  liquidation  of  those  associatioiis 
by  being  practically  unfair  to  them  unless  they  do  liquidate.  Do  you  think  there  is 
any  spirit  of  that  kind  in  the  Federal  Farm  Loan  Board.    You  were  on  it  for  years.. 

Mr.  Lever.  I  never  found  it  in  the  board;  no.  Mr.  Chairman,  I  do  not  know  that 
it  is  of  any  special  interest  here  

Mr.  Stevenson  (interposing).  I  would  like  to  ask  Mr.  Lever  about  on<i  practical 
feature  of  this  bill.  Mr  LevCT,  undOT  section  15  of  the  law  as  it  is  now  the  i^rat  may 
be  appointed  where  there  is  no  farm  loan  associatioB;  that  agent  u&der  the  i^esent  law 
has  to  indorse  the  loan? 

Mr.  Levbb.  Yes. 

Mr,  Stevenson.  That  is  a  very  important  provision,  it  seems-  to  me,  because  he 
having  to  indorse  it  vn\l  certainly  hold  them  down  to  a  good  loan.  He  gets  a  commis- 
sion for  making  these  loans.  This  present  proposition  seems  to  destroy  that  provision, 
and  you  will  turn  loose  a  lot  of  agents,  if  you  put  it  through  that  way  without  his 
having  to  indorse  the  loan  Avhose  main  object  will  be  to  get  the  loan  through  and 
secure  his  commission.  Do  you  not  think  there  is  danger  about  that;  do  you  not  think:, 
we  ought  to  have  that  othw  provision  in  tliere  still? 
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Mr.  Lever.  I  will  tell  you  about  that,  Mr.  Stevenson:  This  is  also  true  historically 

that  that  provision  of  the  act  was  put  into  it  by  me  at  the  su^estion  of  the  niral  credit 
man  of  Department  of  Agriculture.  He  came  to  my  apartment  one  night  and  sat  with 
me  until  2  o'clock;  and  that  was  his  scheme  of  doing  this  thing. 

Mr.  Stevenson.  And  you  were  willing  to  yield  to  most  any  scheme  to  get  rid  of 
him? 

Mr.  Lever.  So  I  put  it  in  the  bill.  But  the  agency  proposition  has  nev^  been 
utilized .  Them  banks  and  trust  companies  will  not  indcttse  this  papw. 
Mr.  Steaoall.  It  has  been  done  in  some  instances? 
Mr.  Lever.  Has  been  done  in  some  instances;  for  example,  North  Dakota. 

Mr.  Stevexson.  I  understand  a  million  dollars  of  loans  have  been  made  that  way. 
\  WTiether  they  have  or  not,  if  we  are  going  to  turn  this  thing  over  to  a  set  of  agents, 

instead  of  having  10,000  or  15,000  who  are  an  association  and  who  are  going  to  be 
jointly  liable  to  pass  on  whether  it  is  a  good  loan  or  not,  I  tliink  he  ought  to  stand 
behind  the  loan.  I  am  entirely  in  favor  of  relieving  Brother  Strong's  situation  as 
,  :for  as  we  may  do  it  with  justice  to  the  stockholdm. 

Mr.  Strong.  Mr.  Steveiu»n,  do  you  not  tiiink  it  will  be  pretty  hard  to  get  an  agent 
for  the  small  commission  we  allow  him  to  end<nee  all  ^  loana  that  the  mmem  may 
make  through  him  in  that  district? 

If  the  intention  of  congress  was  to  pro^-ide  the  farmers  with  the  way  of  borrowing 
money  speedily  through  this  system,  which  I  believe  was  or  ought  to  have  been  their 
intention,  and  which  is  now  my  intention,  do  you  not  think  we  ought  to  provide  a 
way  for  them  to  get  the  money  with  the  least  possible  trouble?  They  are  putting  up  a 
mortgage  on  their  farm  limited  to  half  of  the  value  of  the  farm,  which  is  investigated 
by  the  farm  loan  bank,  through  an  agent,  who  appraises  it,  and  tihat  safe^guiud  is 
m»de  the  bais  of  the  loan.  Should  not  the  former  be  givmi  the  chance  to  Ixmow  the 
money  as  earily  as  he  could  do  so  tSmtugh  ano&^  loan  agency?  the  banker's  agencies 
have  the  same  protection  and  no  more;  they  do  not  require  their  agents  to  guarantee; 
they  loan  50  per  cent  of  the  value  of  the  farm,  and  they  have  their  inspectors  approve 
the  loan.  Should  not  we  let  the  farmer  get  into  this  system  and  amortize  his  loan 
and  make  the  loan  through  an  agent,  if  he  wants  to.  and  make  it  as  easy  for  him  to  get 
the  loan  as  they  get  it  from  the  loan  companies  who  charge  them  higher  rate? 

Mr.  Stevenson  (interposing).  May  I  ask  Mr.  Lever  another  question?  I  want 
to  elicit  his  opinion  abmit  another  important  feature  of  this.  If  you  turn  this  over 
to  agents,  with  the  hmm  increased  to  1^,000,  "wOl  not  the  tendency  be,  as  he  gets  a 
commission  of  1  per  ceat^  to  run  after  bi^  loans  and  let  the  little  fellow  sweat?  Is 
there  not  going  to  be  some  tendency  there  of  that  kind? 

Mr.  Lever.  There  is  something  to  that. 

Mr.  Strong.  Could  we  not  get  rid  of  that  by  providing  a  man  with  a  loan  under 
$10,000  should  be  preferred? 

Mr.  Lever.  I  had  not  given  that  feature  of  it  any  thought. 

Mr.  Strong,  Do  you  think  that  would  overcome  that  situation? 

Mr.  WiHOO.  Mr.  Ijevet,  what  do  you  think  is  going  to  happen  to  the  fellows  who 
want  $300  or  $400  or  $500  loan?  If  he  has  to  get  it  throi^h  an  agent,  who  is  going  to 
pay  for  the  gasoline  to  go  out  and  look  at  the  farm,  if  he  gets  oidy  1  per  cent  commission? 

Mr.  Lever.  Of  course  the  agent  would  not  appraise  the  i«operty;  the  Federal  ap* 
praisers  would  appraise  it. 

Mr.  Strong.  He  just  takes  the  application? 

Mr.  Lever.  Yes. 

Mr.  Wingo.  Do  you  not  think  the  agent  is  going  to  indoi^se  that  kind  of  a  loan?  If 
it  be  wise  to  abandon  your  local  association  and  depend  upon  local  £^nts,  it  is  to  the 
interest  of  the  formers  themselves  that  they  shall  have  the  best  agency  poisBible;  that 
the  system  should  operate  with  smoothness  and  dispatch;  and  I  suppose  that  thoee 
who  are  advocating  this  thing  contemplate  that  local  bajikers  shall  be  the  agents. 
Do  you  know  of  a  single  State  in  the  Union  where  bank^  aie  authorissed  to  indcrae 
loans  of  that  kind  and  take  that  conting^t  liability? 
^  Mr.  Lever.  No. 

Mr.  WixGo.  You  would  be  up  against  that  proposition,  would  you  not? 

Mr.  Lever.  Yes. 

Mr.  Strong.  May  I  make  this  proposition:  While  I  am  very  much  in  fovor  of  the 
agency  feature,  so  as  to  get  the  money  to  the  fetrmer  with  the  least  possible  trouble, 
*  yet  if  there  is  a  commumty  whexe  these  $200,  $300,  or  $400  loans  are  needed,  there  is 

nothing  to  prevent  them  from  organizing  a  farm  loan  asaodalaon  if  tiiey  think  they  can 

get  them  easier  that  way? 
Mr.  Wingo.  I  did  not  say  so. 

Mr.  Strong.  I  am  saying  it  could  be  done  if  there  was  such  a  community. 
Mr.  Steagall.  Mr.  Lever,  I  favored,  when  the  Farm  Loan  Board  was  enacted,  some 
liberalization  of  the  scheme  for  getting  closer  and  more  workable  contact  with  the 
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farmer,  who  in  this  rmintry,  and  especially  in  my  section  of  the  country,  was  not 
educated  in  the  tliought  of  cooperative  systems  or  plans;  and  I  faA'ored  and  supported 
in  the  House  at  the  time  an  effort  to  incorporate  a  more  liberal,  direct  plan  than  the 
one  wliich  was  finally  adopted. 
Mr.  Leybr.  Yes,  I  recall  that. 

Mr.  StbagaIjL*  But  is  it  not  much  different  in  attempting  now  to  change  the  funda<- 
mental  modus  operandi  of  the  system  at  this  day,  and  a  similar  scheme  offered  at  ^e 
time  the  system  was  being  incorporated?  We  have  gone  thus  far  under  the  plan  as  it 
exists,  floated  considerable  bonds,  done  a  big  business  and  got  the  system  pretty  well 
going  under  the  present  plan.  But  even  though  I  favored  such  a  plan  at  first,  and  I 
do  not  say  I  will  not  get  support  from  such  plan — can  see  that  it  presents  rather 
a  different  proposition  to  undertake  now  to  change  the  basis  of  the  svstem.  t 

Mr.  Lever.  I  think  it  is  the  contemplation  of  the  author  of  this  bill — and  I  am 
sure  it  was  the  thoi]^t  of  the  Earm  Loan  Board  on  its  recommendation  of  a  year  a^ 
to  Congress — that  the  i^ncy  proposition  was  to  apply  only  in  tenitory  where  associa- 
tions were  refusing  to  function.  We  have  a  case  in  South  Carolina  where  ftunilies 
got  t(^ther — ^the  husband  and  the  sons  and  the  first  cousins,  etc. — and  organized  ^ 
themselves  into  a  farm  loan  association,  borrowed  S25.000  or  $30,000 — I  do  not  remem- 
ber how  much — and  they  refused  to  elect  any  other  members  of  that  association. 

The  only  thing  you  have  got  to  do  under  the  existing  scheme  is  for  the  farmers  to 
oi^anize  another  association.  But  there  you  have  double  expense  of  overhead  that 
ought  not  to  exist.  Tliere  are  not  many  such  cases,  but  there  are  a  few. 

Mr.  Strong.  And  that  assodation  that  is  doing  that  oug^t  to  be  allowed  to  liquidate 
and  get  out  of  the  way. 

Mr.  Lever.  If  they  are  not  going  to  do  any  business,  I  should  iMnk  they  would 
want  to  quit. 

Mr.  WiNGO.  Is  there  any  contemplation  on  the  part  of  postmasters  to  be  agents? 

Mr.  Lever.  I  have  not  heard  of  it. 

Mr.  WiNGO.  A  good  many  people  think  we  ought  to  furnish  farm  loans  so  that 
postmasters  could  sell  them  like  money  orders.  I  have  been  impressed  with  the 
feasibility  and  desirability  of  such  a  plan. 

Mr.  Lbtbr.  I  think  that  scheme  was  proposed  once. 

Mr.  WiNGO.  I  have  seriously  considered  it  myself.  [Laughter.]  You  are  getting 
it  f urthCT  and  further  away  from  the  main  object  for  whidi  it  was  intended.  Lawyers, 
bankers,  and  absentee  landlords  are  being  considered  too  much  and  not  enough  for  the 
actual  farm  owner.  I  never  did  have  much  patience  with  the  heads  of  banks^  lawyers, 
and  politicians  being  farmers. 

Mr.  Strong.  Some  lawyers  and  politicians  are  not  farmers,  though  a  lot  of  them 
are  out  in  Kansas. 

Mr.  WiNGo.  I  know  some  politicians  who  ought  to  be  sent  back  to  the  furm,  thoi]^h 
it  would  be  hard  on  the  farm. 

Mr.  Levbr.  There  is  nothing  at  all  personal  about  that,  of  course. 

Mr.  WiNGO.  The  question  I  wanted  to  ask  you  in  order  to  get  the  benefit  of  your 
judgment,  because  I  had  contemplated  offering  an  amendment  to  the  bill  to  that 
effect,  was  what,  in  your  judgment,  would  be  a  safe  increase  in  the  percentage,  espe- 
cially of  the  permanent  insurable  improvements  that  is  admittedly  very  low? 

Mr.  Lever.  That  is  low.  I  think  you  could  go  up  to  30  per  cent  safely.  I  have 
not  given  a  great  deal  of  thought  to  tliat.  In  fact,  Mr.  Wingo,  in  the  operation  of  the 
bank  of  which  I  am  president  I  do  not  take  a  great  deal  of  stock  in  a  bmlding  proposi- 
tion. I  look  inimaril^  more  to  the  fundam^tal  security,  the  land,  and  about  all  I 
want  to  know  as  to  buildii^  is  whether  or  not  they  are  euffici^t  to  man  the  pUmta^ 
tion  or  man  the  farm. 

Mr.  WixGo.  That  was  the  reason  for  the  low  percentage  in  the  original  proposition? 

Mr.  Lever.  Yes. 

Mr.  WiXGO.  The  major  proposition  is  the  one  of  the  percentage  of  the  loan;  that 
takes  into  question  the  clwacter  of  the  land,  its  productivity,  and  its  natural  value. 
Mr.  Lever.  Exactly.  '  ^ 

Mr.  Wingo.  Do  you  think  we  could  safely  go  up  to  60  per  cent? 
Mr.  Lever.  I  tmnk  we  could. 

Mr.  Wingo.  Has  not  experience  demonstnitod  that  we  w^  overcautious  when  we 

put  it  at  50? 

Mr.  Lever.  I  think  we  wore.   I  am  not  speaking  as  an  advocate  of  the  proposition} 

but  I  think  you  can  go  to  60  per  cent. 

Mr.  Wingo.  You  remember  1  insisted  on  75  per  cent  basis,  without  any  provision 
on  insurable  permanent  inprovements? 

Mr.  Lever.  Yes. 

Mr*  WxNOO.  F^unng  that  the  appiaisem  would  do  what  liie  pri^te  loan  agents  and  • 
am^noaem  do,  tibat  in  wiiviz^  at  the  real  ^ue  ior  loan  purpoaes,  you  would  sub- 
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consciously  take  into  consideration  the  permanent  insurable  intprovenMitfl  anyway, 

to  a  certain  extent? 
Mr.  Lever.  Unconsciously. 

Mr.  Wingo.  They  do  it  unconsciously  and  it  was  that  very  suggestion  that  they 
might  do  that  that  caused  the  amendment  to  be  put  on  to  cover  the  question  of  the 
insurable  value.  Do  you  not  think  it  would  beflale  to  inalce  it  60  per  cent? 

Mr.  Lever.  I  think  you  can  absolutely  so. 

As  to  this  other  provision  in  this  bill  liberalizing  the  ptuposes  of  the  loan  to  liquidate 
the  indebtedness  of  the  farm  for  any  purpose  incurred — I  think  that  is  the  proA^sion — 
I  regard  that,  out  of  my  practical  experience  in  running  one  of  these  banks,  as  very 
important.  Of  course,  the  Farm  Loan  Board  does  not  look  so  closely  at  the  purposes 
of  the  joint-stock  land  bank  loan  as  it  does  of  the  Federal  land  bank  loan,  because  I 
think  ttie  joint-stock  land  banks  are  exempt  from  that  provision.  But  in  running  my 
bank,  Mr.  Wingo,  I  am  exceedingly  cai^ul  to  try  always  to  stay  within  the  spirit, 
which  I  helped  to  create,  of  the  farm-loan  system,  and  if  I  found  a  man,  for  example, 
who  was  borrowing  money — had^an  incident  just  the  other  day — to  pay  fOT  a  «&ug 
store,  and  that  fact  appeared  on  his  application,  I  promptly  sent  it  back  to  him. 

There  is  not  anything  in  the  law  that  would  prevent  a  joint-stock  land  bank 
from  making  that  kind  of  a  loan.  But  I  knew  that  Congress  did  not  intend  that  the 
money  provided  hy  this  system  should  be  used  for  that  purpose;  and  therefore  I  turned 
it  down  and  sent  lus  initial  check  back  to  him.  But  in  going  through  these  applica- 
tions—and I  have  gone  through,  gentiemen,  applications  mvolving  $13,000,000  smce  I 
have  been  in  South  Gazicdinar---yott  will  find  now  and  again  that  some  fellow  has  mort- 
gaged his  farm.  I  have  one  man  in  mind  in  North  Carolina  who  had  h&m  shaqied  out 
of  his  money  by  a  slick-tongued  oil  agent  to  the  extent  of  $9,000.  I  went  through  that 
loan,  carefully  examined  the  appraisers  report,  and  it  looked  like  a  beautiful  loan. 
That  is  all  he  wanted,  §9,000.  His  place  was  only  three  or  four  miles  from  a  paved 
road,  and  two  or  three  miles  from  a  little  town  of  4,000  or  5,000  inhabitants.  This  man 
had  been  in  politics  and  in  business  life  in  North  Carolina,  and  my  mouth  was  just 
watering  tot  that  loan,  because  I  knew  it  was  a  good  one  from  x)oint  <tf  seciuity  and 
character  of  the  man.  I  got  to  the  end  (tf  my  apprais^'s  report,  where  the  appraiser 
makes  the  statement  as  to  the  purpose  of  the  hMm,  and  found  that  he  wanted  Aat 
^,000  to  pay  for  oil  stock. 

This  is  not  tellinp:  tales  out  of  school — I  think  the  board  was  justified — I  did  not 
make  that  loan  until  I  got  a  special  dispensation  from  the  board  reciting  the  facts.  I 
said  to  the  board,  Gentlemen,  is  it  better,  in  the  interest  of  agriculture,  to  shut  our 
eyes  to  this  fellow's  mistakes,  and  provide  a  method  by  which  he  can  liquidate  that 
indebtedness,  or  shall  we  put  his  farm  temporarilv  out  of  production — this  act  contem- 
plates encouraging  agricmtural  production— while  it  goes  through  the  process  of  fore- 
closure. What  did  Goi^iresB  mean?  What  would  Congress  have  done  under  like 
circumstances  ?*' 

The  board  said,  ''Make  him  the  loan." 

If  you  have  occasional  situations  like  that,  ^\here  the  fellow  has  mortgaged  his  farm, 
maybe  foolislily,  you  know,  but  nevertheless  it  hangs  over  him  and  he  is  paying  8  per 
cent  or  10  per  cent  interest,  and  if  we  can  help  him  out  of  his  bad  fix  1  think  the  law 
intended  us  to  do  it. 

Mr.  GoLDSBORouGH.  Mr.  Lever,  do  you  not  think  it  is  a  much  more  healthy  condi- 
tion for  the  farmii^  communities  throughout  the  United  States  to  know  that  they 
absolutely  can  not  get  loans  when  they  involve  their  farms  with  that  kind  of  an  obh- 
gation?  Do  you  not  think  that  a  policy  of  that  kind  would  tend  to  keep  their  minds 
on  their  legitimate  busiiuass,  if  tiiey  know  that  tiiey^i^bsolut^y  can  not  get  Imm  untosa 
thev  do  do  it? 

Mr.  Strong.  If  you  refuse  to  let  them  make  a  loan  under  this  system  you  force 
them  to  pay  a  higher  rate  of  interest  some  place  else? 

Mr.  GoLDSBORouGH.  But  the  answer  to  that  is  you  are  not  dealing  with  the  indi- 
vidual case;  you  are  trying  to  get  the  correct  idea  of  this  system  into  tiie  minds  of  the 
farmers  as  a  whole. 

Mr.  Lbvbr.  I  will  answer  you  this  way,  Mr.  Goldshoioug^:  I  do  not  want  to  say  yea 
or  no,  because  it  is  not  a  question  that  can  be  answered  yes  or  no.   I  would  say  this, 

that  in  a  case  such  as  I  have  described,  where  the  fellow  has  swallowed  the  bait^ 
hook  and  all,  and  has  this  mortgage  on  his  place,  I  think  we  ought  to  take  care  of  him. 
f  I  do  not  think  it  would  eacours^  the  tendency  of  doing  these  ioolii^  things  such  aa 

you  mav  have  in  mind. 

Mr.  Wingo.  That  is  Subdivision  (</)? 

Mr.  Levbe.  Yes. 

Mr.  Wingo.  What  is  the  necesdty  of  keeping  a,  b,  and  c  in  the  bill? 
Mr.  Lbysb.  I  have  not  looked  at  the  hiU  very  domy* 
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Mr.  WiNGO.  Hero  is  the  point,  Mr*  Le^er:  If  a  man  comes  in  and  makes  applicatkm 
for  the  loan  and  you  examine  the  purposee  for  which  he  desires  the  loan,  and  you  &oA 
he  cannot  fall  under  either  (a),  (5),  or  (c),  then  it  would  occur  to  the  shrewd  ag^t, 
"I  will  tell  you  what  to  do,  Mr.  Farmer.  You  go  around  here  to  the  bank  and  borrow 
the  money  for  30  days  and  make  your  application,  and  say  you  want  to  pay  prior 
indebtedness,"  And  he  would  get  around  (a),  (6),  and  (c).  Why  have  them  there? 
If  you  are  going  to  have  any  restriction,  why  not  wind  up  with  a  basket  clause  that 
will  let  everythiag  through,  if  it  is  the  intention  of  Congress  to  forget  tihe  purpose  for 
which  rual  cfedit  legislatkm  was  enacted,  and  say  that  the  Fed^al  Government  is 
going  to  set  up  a  madiinery  to  amortize  aU  fsam  mortgages  in  America  and  put  them 
in  a  Govermoaent  tax-»empt  system.  Why  not  haVe  the  courage  to  say  that  is  what 
we  are  going  to  do? 

Ifr.  Lever.  I  do  not  think  that  would  happen.  The  cases  are  so  very  few  that  have 
come  under  my  observation  where  the  purposes  of  the  loan  were  not  absolutely  w  ithin 
the  spirit  of  the  law  that  I  do  not  think  you  would  run  any  risk  there,  and  I  do  not 
think,  either,  that  any  large  percentage  of  the  farmers  would  take  advantage  of  that 
situation  to  do  as  you  suggest. 

Ibr.  Steaoaix.  If  the  cases  are  exceedingly  rare  where  a  meritorious  loan  ci  IksA 
sort  cduld  be  made,  it  foUows  that  there  is  only  the  greater  reason  for  adherii^  to  the 
purpose  und^lying  the  act  and  not  making  such  loan. 

Of  course,  if  formers  in  general  found  themselves  in  that  sort  of  difficulty,  the  neces- 
sity would  be  much  preater  for  departing  from  the  purpose  of  the  law  than  there  is  if 
it  is  only  in  rare  instances.  Tf  we  have  only  encountered  rare  instances  of  that  sort, 
then  we  have  the  best  opportunity  to  exemplify  and  put  before  the  farmers  of  the 
countrv  the  purposes  of  this  system. 

Mr.  Lever.  Let  me  give  you  an  illustration:  The  Federal  land  bank  at  Columbia 
refused  to  make  a  loan  when  the  circumstances  were  these: 

The  farmer's  little  girl  was  playing  out  in  the  front  yard.  A  neighbor  drove  up  with 
a  one-horse  wagon.  He  threw  the  reins  over  the  dashboard  of  the  wagon,  jumped 
out  and  went  in  and  chatted  with  hie  neighbor.  Meantime  the  neighbor's  little  girl 
went  out  of  the  gate  and  somehow  or  other  got  her  feet  into  the  spokes  of  the  back 
wheel,  the  mule  in  the  meantime  got  frightened  and  pulled  the  leg  of  the  little  child 
entirely  out  of  its  hip  socket  here  [iUustratingJ.  They  had  to  keep  that  child  in  plaster 
of  Paris  for  18  months. 

Meanwhile  this  farmer  had  to  mortgage  his  farm  to  pay  doctor's  bills  and  to  keep 
that  child  in  the  hospital.  He  made  application  for  a  loan  of  $1,000  or  $1,500  to  the 
Fed^l  land  bank  and  stated  frankly  and  candidly  the  purposes  of  the  loan.  They 
turned  it  down.  He  came  to  me  and  I  said,  *'I  think  that  the  Federal  land  bank  is 
right  in  turning  this  down  as  the  law  now  stands.  But  if  you  have  got  the  property  I 
am  going  to  make  you  that  loan  and  take  the  chances."  I  did  make  the  loan.  The 
property  is  worth  away  above  that,  ^^^len  we  sent  the  paper  up  here  as  a  basis  of  the 
nond  issue,  I  sent  a  letter  of  explanation  with  it,  and  the  board  very  kindly^  granted 
nie  the  pri\dlege  to  do  that.  But  the  Federal  land  bank  was  absolutely  within  the 
law  when  it  refused  to  make  that  loan. 

Mr.  WiNoo.  That,  of  course,  was  a  burden  that  was  an  incident  to  a  man's  farm  life. 
Why  can  you  not  frame  amendments  to  the  law  whidi  would  in  substance,  provide 
the  purposes  for  which  are  now  set  out  in  a,  b,  and  c;  and  in  addition  th^to  pro\^de 
the  payments  and  share  the  expenses  of  his  family  and  these  dependent  upon  him, 
something  like  that  that  woidd  broaden  it?  Of  course,  the  case  you  mentioned  was 
an  incident  to  the  home  life  of  the  farmer;  it  was  just  as  much  a  part  of  his  eveiyday 
agricultural  operations  as  it  would  have  been  the  part  of  a  lawyer's  incidental  family 
expense. 

Mr.  Lever.  That  was  the  position  I  took,  exactly. 

Mr.  Win  GO.  And  it  was  incident  to  the  life  he  was  leading.  The  point  I  am  milking 
is  that  I  am  not  opposed  to  liberalizing  it;  I  think  it  ought  to  be.  But  I  do  not  want  to 
throw  up  my  hands  in  dee3>air  and  say  it  is  impossible  to  frame  amendments  liberalizing 
it,  and,  therefore,  in  order  to  meet  &e  very  few  eases  you  dte  we  will  throw  the  bars 
down  entirely. 

Mr.  Steagall.  Have  they  not  held  in  States  that  £ri\dng  liens  for  advances  con- 
sidered essential  to  the  cultiA'ation  or  .erowing:  of  crops,  that  anything  in  support  of  a 
family,  such  as  food,  clothini?.  and  medical  attention  would  be  coh  ered  by  the  lien?  I 
think  that  has  been  the  decision  of  the  courts  where  they  have  statutes  of  that  kind; 
and  I  would  say  offhand  that  the  loan  in  the  last  case  you  were  talking  about  could  be 
made  under  the  laws  tihat  exist. 

Mr.  Levbr.  We  made  it  all  right. 

Mr.  Steagall.  I  think  you  did  r%ht. 

Mr.  WiNGO.  Mr.  Lever,  here  is  the  thought  that  cautious  men  have  who  want  to  be  a 
friend  <rf  the  system  and  not  wreck  it:  They  have  been  suipiised  that  th^e  has  not 
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been  any  more  clamor  from  city  folks  that  we  set  up  the  same  kind  of  a  system  for 
them.  You  know  the  q>irit  of  the  times  and  that  sooner  orjat^  tibat  is  going  to  be  doibs. 
I  will  not  get  into  that.  But  you  throw  the  bars  wide  open  and  say  that  any  former  in 
America  can  get  any  sum  that  the  Farm  Loan  Board  is  willing  to  proA  ide  by  resrula- 
tions,  as  authorized  by  this  bill  for  any  purpose,  and  then  how  are  you  going  to  deny 
the  city  dweller  the  right  to  have  a  government-controlled  agency  furnish  hiin  .$25,000 
loan  or  §30,000  loan  on  his  home;  and,  if  need  be,  furnish  it  to  him  to  pay  off  a  mortgage 
which  he  has  to  get  money  to  sit  in  a^oker  game? 

Mr.  Lever.  I  see  your  point;  I  thmk  there  is  something  to  it,  and  I  have  no  doubt 
that  you,  iSx.  Strong,  and  others  can  get  together  on  some  such  proposition. 

ib.  Wmoo.  I  know  I  have  seen  things  ruined  by  loading  them  down  to  the  extent 
that  the  enemies  of  the  system  and  those  who  are  natiu^lly  over  conservative  can  hold 
it  back.  I  am  trying  to  remember  the  thought  that  moved  you  and  me  in  the  early 
days,  and  that  is  the  rising  tide  of  tentantry  and  the  home  farm  owners  getting  fewer 
and  fewer  and  land  holdings  getting  larger  and  larger  in  the  hands  of  absentee  land- 
lords. It  was  that  economic  e\il,  thai  sore  on  the  l)ody  ]>olitic  that  we  were  trying  to 
get  rid  of.  We  wanted  to  revive  and  save  agriculture  in  .\.merica. 

Mr.  Lever.  Certainly. 

Mr.  Stbaoaui.  I  want  to  ask  you  this.  Of  course,  as  you  know,  I  represent  a  people 
where  Ihe  need  for  means  to  farmers  is  as  great  probably  as  in  any  section  of  ue 
country,  and  my  whole  thought  always  has  been  to  liberalize  the  faxm  loan  system  as 
far  as  it  could  safely  be  done.  But  I  do  not  wmt  to  go  too  far. 

Mr.  Lever.  You  want  to  be  careful? 

Mr.  WiNGO.  I  do  not  want  to  go  so  far  as  to  bring  any  harm  on  the  system,  and  do 
you  think  it  is  safe  to  increase  the  loan  limit  of  valuaticm? 
Jkli'.  Lever.  Yes;  in  certain  sections,  Mr.  Steagall  

Mr.  Steaoall  (interposing).  What  I  am  trying  to  bring  from  you,  purely  for  wkuc- 
mation,  is,  what  has  been  the  experience  up  to  now  at  that  point,  just  what  danger  is 
there  of  losses  and  necessitated  {oredosures  on  the  business  already  done?  I  vant  to 
know  about  that. 

Mr.  Lever.  Governor  Cooper  can  give  you  that  detailed  informatioUa  because  I 
have  not  kept  up  with  it  in  the  last  six  months. 
Mr.  Appleby.  The  Governor  is  going  on  the  stand. 

Mr.  Steagall.  I  will  just  wait  and  let  him  tell  about  that  when  he  gets  on  the 
stand.  ^  .  .  * 

Mr.  Stbono.  I  want  to  get  tins  thought,  please:  This  section  (d),  permitting  the 
formers  to  borrow  to  meet  their  obligations  and  indebtedness,  was  put  mto  the  bill,  of 
course,  intending  to  relieve  those  farmers  who  were  in  debt,  even  though  it  was  an 
unfortunate  investment,  to  relieve  the  farm^  fifom  that  burden  by  giving  them  this 
amortized  system  so  that  he  could  pay  out. 

Now,  it  is  suggested  by  Mr.  Steagall  and  Mr.  Wingo  that  that  might  lead  to  a  lot 
of  trouble.  For  instance',  a  man  might  go  out  and  buy  a  limousine  and  give  a  note  for 
30  or  60  days,  and  then  turn  it  into  a  farm  loan.  Tliat  we  would  like  to  avoid.  You 
have  had  experience  on  tliis  board,  and  I  wish  you  would  try  to  surest  an  amendment 
to  us  that  would  permit  the  farmer  through  this  system  to  borrow  for  his  actual  indebt- 
edness, but  prevent  his  beating  the  devu  around  the  bush,  as  we  say,  by  gcnng  to  the 
bank  and  borrowing  temporarily  in  order  to  make  a  loan  under  this  system. 

Mr.  Lever.  At  the  first  blush,  Judge,  this  could  be  easily  worked  out,  I  think. 
The  Farm  Loan  Board  has  a  division  down  there  which  examines  very  carefully  all 
these  applications  and  appraisers'  reports,  with  a  A'iew  to  detf^'niiniug  wlu^ther  the 
pmpose  falls  within  the  purview  of  the  law.  Suppose  it  was  indicated  in  the  applica- 
tion, ''When  was  this  debt  incurred?"  Suppose  the  application  indicated  it  was 
incmred  30  days  ago.  Then  the  board,  under  its  power  to  r^ulate,  might  make 
inquiry  into  that  and  they  would  turn  it  down. 

Mr.  Strong.  You  would  limit  the  indebtedneea  to  a  certain  length  of  time? 

Mr.  Lever.  Something  like  that. 

Mr.  Strong.  I  wish  you  would  turn  your  mind  to  that  and  work  out  such  a  provision, 
Mr.  Lever.  I  will  turn  it  over  in  my  nund  and  if  possi])le  make  a  su.ir,2;estion. 
Mr.  Strong.  I  would  like  to  help  the  farmer  who  has  been  unfortunate,  il  I  can. 
Mr.  Lever.  So  would  L 

Mr.  Strong.  I  want  to  say,  in  behalf  of  the  committee,  that  we  appreciate  your 
coming  b^ore  us  and  giving  us  the  benefit  of  your  experience. 

Mr.  OooPSR.  I- da  not  tnink  I  ever  made  a  statem^t  in  mv  life  that  I  did  not 
realize  after  the  statement  was  over  that  I  had  forgotten  sometning  very  important. 
I  had  that  expmence  yesterday;  and  I  would  suggest  to  the  committee  one  idea  that 
I  thought  was  important,  and  in  my  statement  I  did  not  think  of  it,  and  that  it  is  as 
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to  the  scheme  lor  permanent  organization  proposed  here.  Incidentally  this  answers 
Mr.  Steagall's  question  about  foreclosures,  too. 

The  12  Federal  land  banks  constitute  the  cooperative  units  in  the  system,  because 
they  each  guarantee  the  bonds  of  the  other.   There  are  your  cooperative  units. 

iJnder  l£i8  system  the  Federal  land  Irnnk  in  Spokane — I  take  this  extreme  illus- 
tration^guaranteee  the  bonds  of  the  Federal  Land  Bank  of  Columbia.  If  the  Co- 
lumbia bank  knows  nothing  and  has  no  means  through  any  central  or  common  agency 
of  determining  the  policy  of  the  bank  at  Spokane  and  A  ice  A  ersa.  it  seems  to  me  you 
have  a  situation  there  that  is  going  to  be  very  unsatisfactory  to  tlie  banks  tliemselves 
and  going  to  cause  them  to  hesitate,  and  will  ultimately  cause  some  friction.  I 
wanted  to  mention  that  as  a  reason  why  there  ought  to  be  some  central  authority  to 
determine  the  policy  of  the  bsmk,  and  I  wimt  to  answ^  Mr.  Steagall's  question  in 
that  connection,  because  it  comes  right  in  connection  with  that:  You  asked  about 
foreclosures.  The  Federal  Land  Bank  of  Spokane  has  splendidly  managed;  there  is 
not  any  question  about  that.  But  they  have  met  with  conditions  that  no  one  could 
have  foreseen;  and  they  have  the  greatest  delinquent  list — I  suppose  it  is  greater 
than  any  other  two  or  three  combined  in  the  system.  That  is  not  due  to  bad  man- 
agement.   But  they  are  having  foreclosures. 

Under  this  st^heme.  of  course,  if  the  Federal  land  l)ank  of  Spokane  should  have 
foreclosures  to  the  extent  of  impaiiing  its  obligations,  what  does  it  do?  It  does  not  go 
out  of  business.  But  the  other  bulcs,  being  cooperative  units,  step  in  and  makes 
good  the  obligations  of  Spokane;  and  therefGTe,  the  investor  buys  the  Spokane  bond 
as  readily  as  he  would  buy  the  bonds  of  Springfield,  because  he  has  that  guarantee; 
and  that  is  another  reason  why  the  investor  is  not  going  to  attach  so  much  importance 
to  the  endorsement  of  the  association. 

Mr.  Steag  AT.i..  That  which  you  state  very  clearly  is  true  and,  of  course,  I  understand 
all  of  that.  J>ut  what  I  wanted  to  know  was  the  experience  up  to  this  time  at  that 
point  as  bearing  upon  the  wisdom  of  increasing  the  amount  to  be  loaned  on  the  valua- 
tion. 

Mr.  Cooper.  Yes,  to  60  per  cent- 
Mr.  Stbagaix.  That  is  the  point  we  are  dealing  with  as  to  vrhcther  we  should  raise 
it — I  am  not  saving  this  in  liie  spirit  of  criticism  against  the  bank  at  all,  and  I  do  not 
doubt possil)]y  that  the  same  mistake  may  be  made  in  my  own  district,  and  I  have  no 
disposition  to'criticize  them,  on  the  contrary  T  appreciate  their  effort  to  do  business 
and  to  take  care  of  the  needs  of  the  farmers,  and  to  try  to  put  the  s}  stem  beyond  doul)t. 
But  you  see  the  appraiser,  in  the  necessity  of  things,  is  under  more  or  less  local  influence 
and  starts  out  with  the  sympathies  attached  to  his  environment,  and  when  an  applica- 
tion for  a  loan  is  made,  it  will  happen  in  many  cases  that  in  loaning  that  former,  these 
neighbors  in  the  community  and  tMfl  banker  over  yonder,  who  has  got  influence  and 
who  counts  with  the  man,  savs  to  the  appraiser  that  he  is  interested  in  this,  and  he 
begins  to  set  in  motion  some  influences  to  help  put  this  loan  over,  because  it  is  going 
to  help  liquidate  a  part  of  the  debt  this  farmer  owes  to  him;  and,  then,  he  can  give 
his  opinion  about  the  value  of  the  land — ^and  you  can  not  run  down  opinions  like  the 
the  misrepresentation  of  a  particular  fact.    So  that  it  is  important,  in  the  very  necessity 
of  things,  to  throw  careful  safeguards  around  the  system  at  that  point,  and  I,  for  one, 
would  hesitate  to  see  any  raise  in  the  limit. 
Mr.  OooPBR.  I  doubt  if  it  would  have  any  material  effect. 
Mr.  Stsaokll.  I  might  not,  there  is  somethii^  in  that,  I  can  see. 
Mr.  Lever.  May  I  interject  at  that  point? 
Mr.  Appleby.  Yes. 

Mr.  Lever.  ]\Ir.  Steagall,  you  have  no  idea  "with  What  extreme  care  the  Federal 
appraisers  are  chosen. 

Mr.  Steagall.  I  am  sure  of  that.   I  know  they  are  good  men,  too. 

I^Ir.  Lever.  Not  only  do  we  choose  them  with  a  great  deal  of  care,  hut  each  new 
appraiser  is  put  under  the  training  of  one  of  the  oldest  and  most  experienced  men 
they  have  in  the  Federal  land  biuoJc  service. 

In  addition  to  that,  those  men  are  required  to  come  to  the  Federal  land  bank  of  the 
district  and  to  work  three  or  four  days  in  the  bank  at  first,  in  getting  famiHar  with  the 
farms,  the  borrowers,  and  the  regulations  of  the  board;  and,  in  addition  to  that,  they 
have  dinned  into  their  eai»  in  season  and  out  of  season,  Be  fair  to  the  applicant,  but 
do  not  buy  the  land." 

Mr.  Steagall.  I  am  sure  of  that,  and  I  think  they  have  done  mighty  well.  I  think 
they  have  done  splendidly  but  we  want  to  keep  them  doing  that. 

Mr.  Lever.  What  I  was  going  to  say  was  that  the  Federal  land  banks,  according 
to  their  present  policy,  are  not  going  to  make  a  loan  that  fhey  do  not  r^iard  as  ab- 
solutely sale. 
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Mr.  STfiVBNSON.  Whether  you  make  tiie  linui  70  per  rent  ov  50  \h'v  <*ent,  the  cjues- 
tion  of  appraisal  value  depends  on  the  point  of  view.  I  have  in  mind  a  man  who 
went  on  the  rocks,  and  they  laid  him  off  a  homestead.  The  sheriff  and  man  chosen 
by  the  creditor  went  on  said  made  the  appraisement.  The  court  very  promptly 
confirmed  it  and  some  of  the  creditors  kicked.  In  less  than  a  year  after  that,  m  getting 
a  loan  I  had  brought  to  me  the  a])prai8ement,  ami  one  of  the  ap])raisers  that  appiaised 
the  homestead  was  on  the  appraisement  when  the\-  api>raised  it  at  S3, 000,  and  rep- 
resentin<i;  the  loan  com])any,  I  S{)lit  the  ditlerence  and  lot  him  have  S2,00'J.  lie 
cUed  the  other  day,  and  they  are  quarreling  about  the  estate  and  ciaimins;  it  ia  worth 
$5,000. 

Mr.  Cooper,  That,  I  think,  clears  that  up;  and  then  I  want  to  say  iuiiher,  Mr. 
Steagall,  in  further  answeor  to  your  inquiry,  that  I  do  not  believe  there  is  any  mortgage 
and  loan  institution  in  this  country  that  has,  when  you  consider  the  volume  and  when 
you  consider  the  distribution  oi  the  hums,  the  iom;losiue  record  <tf  the  Fed^al  &rm- 

ioan  system. 

Mr.  Steagall.  That  is  conceded. 

Mr.  CoopKU.  I  want  to  say  one  other  thinir-  1  was  afraid,  fiom  questions  I  have 
heard  and  suggestions  that  have  been  made,  that  there  was  some  idea  that  the  Farm 
Loan  Board  has  been  to  some  degree  at  least  actuated  by  political  motives  in  some 
respects,  and  I  wanted  the  committee  to  know  what  I  am  going  to  sav  now,  because 
I  am  a  Democrat,  and  could  not  be  anything  else  without  getting  in  a  diffeient  atmos- 
phere from  where  I  have  always  lived;  and  consequently  I  can  afford  to  say,  since 
I  have  l^een  on  the  board,  if  there  had  been  that  disposition— of  course,  the  Secretaxy 
of  the  Treasury  is  the  referee  of  this  board—  it  could  have  been  put  through. 

We  have  made  since  I  ha\  e  been  a  meml)er  what  I  would  call  six  major  appoint- 
ments. We  have  appointed  three  Democrats  and  three  Ptepublicans.  All  of  those 
could  have  been  Republicans,  and  in  some  ca^es — in  one  particular  case  Mr.  Wingo 
knows  about,  it  was  earnestly  urged  that  he  ought  to  be— but  we  appointed  an 
Araknsas  Demoa»t,  because  after  canvassing  the  whole  situaticm  that  seemed  to  be 
the  prop&t  Aing  to  do.  I  want  to  say  Hiat  tkoA  jb  the  policy  and  Hie  spirit  of  tibia 
board. 

Of  course,  it  may  be  said,  that  when  the  personnel  changes,  the  policy  may  change. 

Gentlemen,  I  do  not  think  that  the  farm  loan  system  will  be  without  a  policy  when 
the  members  of  the  present  board  pass  away.  We  have  not  all  wisdom  and  all  patriot- 
ism.   But  that  is  the  policy  and  the  spirit  that  is  being  encouraged  there. 

Mr.  Steagall.  I  have  never  made  any  criticism  whatever  against  the  board.  I 
think,  really,  Mr.  Stevenson  instead  of  myself  is  the  one  who  made  the  inquiry, 
which  is  the  basis  of  your  statement. 

(Thereupon,  at  12.45  o'clock  p.  m.,  the  cwimittee  tbok  a  recess  until  2.30  o'clock 
this  aftmiom.) 

AFFBR  &BGB88. 

The  ( 'ommittee  met  pursuant  to  the  taking  of  recess,  Mr.  Strong  presiding. 
Air.  Strong.  Air.  Corey  desires  to  make  a  statement  and  he  may  proceed. 

STATEMENT  OF  MR.  MERTON   L.  OOREY,   GENERAL  ATTORNEY 
VBJSSRAL  IiAND  BANK  OF  OMAHA,  NEBB.,  AND  REPRESENTING 
THE  ASSOCIATION  OF  SBCBETABY-TBEASUBBBS  OF  THE  EIGHTH 
FEDERAL  LAND  DISTRICT  COMPRISING  THE  STATES  OF  IOWA 
NEBRASKA,  SOXTCH  DAKOTA,  AND  WYOMINO.  ' 

Mr,  Corey.  My  name  is  ilerton  L.  Corey.  I  am  the  general  attorney  of  the  Federal 
Land  Bank  of  Omaha  and  have  been  attorney  for  the  bank  ever  since  it  was  organized 
in  1917.  1  represent  the  Federal  Land  Bank  of  Omaha,  and  I  think  I  might  well 
say  that  I  represent  all  the  other  Federal  land  banks  of  the  system,  and  I  particularly 
represent  the  Association  of  Secretary-Treasurers  of  the  eighth  Federal  land  bjuik 
district,  comprising  the  States  of  Iowa,  Nebraska,  South  Dakota,  and  Wvoniing. 

I  have  heretofore  discussed  certain  features  of  this  bill  before  your  conimitiee.  I 
appeared  before  your  committee  in  November  of  1919,  at  the  request  of  the  Convention 
irf  Federal  Land  Bank  Presidents,  held  in  WasMngton,  November  13, 1919. 

I  will  say  at  the  outset  that  there  is  nothing  particularly  new  or  unusual  about  the 
provisions  of  the  Strong  bill.  Ever  since  the  Federal  land  banks  were  oi^anieed 
everybody  connected  with  the  practical  adniinistration  of  the  system  has  recognized 
that,  while  it  is  a  great  piece  of  constructive  legislation,  Congress,  in  wTiting  the  act, 
was  traveling  an  uncharted  sea,  except  for  the  experience  which  was  had  in  European 
countries.   So  when  we  came  to  the  practical  administration  of  the  system  in  America 
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it  was  only  uai  ural  that  there  should  be  some  administrative  defects  connected  with  the 
system  which  the  Federal  bmd  banks,  the  fsam  loan  asBodations,  and  Farm  horn 
Board  would  seek  to  correct. 

I  wish  to  state  also  that  I  think  the  inference  of  some  of  the  witnes^sos  who  have 
spoken  before  your  conunittee,  that  this  has  not  been  G:enerally  considered  and  docs 
not  meet  with  the  general  approv  al  of  the  farm  loan  associations  of  the  country,  is 
incorrect.  I  also  tliink  this  committee  should  understand  that  there  has  been  the 
finest  sort  of  cooperation  between  the  Federal  Farm  Loan  Board,  the  Federal  land 
banks,  and  the  vast  majority  of  the  national  farm  loan  associations  in  the  several  dis- 
tricts. The  Federal  land  banks  have  kept  in  doee  and  intimate  touch  with  the  local 
national  fcutn  loan  associations;  they  have  vifflted  them;  they  have  addressed  groups  of 
&u:mers'  meetings,  and  they  have  sought  to  analyze,  with  the  associations,  the  thiBgs 
which  would  improve  the  service  of  the  Federal  land  banks. 

On  the  other  hand,  the  Farm  Loan  Board's  attitude  toward  th*'  Federal  land  banks 
"has  been  very  much  the  same.  I  think  on  the  average  the  Federal  land  bank  presi- 
dents have  been  called  to  Washington  three  or  four  times  a  year  to  discuss  the  needs 
of  the  svstem,  and  as  a  result  of  these  various  conferences  from  lime  to  time,  and  as  a 
result  of  the  practical  experience  of  the  farm  loan  associations^  the  Federal  land 
banks,  and  the  Fed^al  Faxm  Loan  Board,  the  pnyviskma  contained  in  Hie  SteroBg 
bill  have  been  the  object  of  discussion  for  many,  mimy  montibs;  in  fact,  I  m%ht  say 
years. 

I  think  you  gentlemen  ought  not  to  get  the  idea  that  the  opponents  of  this  bill 
fcdrly  represent  the  sentiment  of  the  farm  loan  associations  of  this  country.  I  would 
hazard  the  guess  that  in  the  eighth  l-^^deral  land  bank  district  1  represent  more  farm 
loan  associations  than  my  friend  Mr.  Manson  represents  in  the  entire  United  States. 
Now,  gentlemen,  that  is  not  at  all  because  the  Farm  Loan  Board  promulgated  an 
order  that  the  associations  could  not  take  from  their  treasury  this  membership  fee  of 
$10  to  join  this  national  fedemtion.  In  the  e^th  Federal  land  bank  dirtrict  our 
Becretary-^treasarer  oi^;anized  their  own  association;  they  have  done  that  in  many 
other  districts  and  it  has  not  been  prohibited  by  the  board.  The  reason  the  aaaodar 
tions  in  my  particular  district  have  not  joined  the  Lyman-Flannagan  organization, 
as  we  call  it,  is  because  they  saw  from  the  start  that  the  organization  was  apparently 
not  designed  to  be  constructive.  That  was  made  manifest  in  our  district.  The 
circular  letters  that  were  sent  out  there  were,  in  many  respects,  false  and  misleading. 
The  idea  of  our  associations  was  that  the  Federal  Land  Bank  officers  could  be  trusted; 
that  the  Federal  Farm  Loan  Board  was  bo  wisely  administering  the  system  tlukt  they 
were  entitled  to  ihe  confidence  aad  support  of  the  Farm  Loan  Associations. 

Now,  in  August,  1922,  Mr.  Manson— 1  have  no  doubt  honestly  but  mistakenly— 
ami  out  a  circular  letter  which  was  headed,  "  Jiistice  to  present  borrowers  from  Federal 
Land  Bank  of  Omaha."  That  brief  was  mailed  to  all  the  secretary-treasurers  of  the 
eighth  Federal  land  bank  district,  seeking  to  analyze  the  business  of  oui-  bank.  There 
were  some  glaring  misstatements  in  that,  not,  I  assume,  becaus(!  of  dishonesty  on  the 
part  of  Mr.  Manson,  but  because  he  did  not  know  the  facts.  Mr.  Mornin,  who  is  the 
chaii  mau  of  the  executive  committee  of  the  association  of  secretary- treasurers  of  tiiis 
district,  and  who  is  here  as  a  witness,  sent  out,  at  the  behest  of  the  executive  committee 
of  that  association,  a  reply  to  this,  pointing  out  the  misstatements  i  n  the  Manson  circular. 
Thero  has  been  an  M)parent  attitude  on  the  part  of  this  organization  to  misrepresent 
the  attitude  of  the  I>arm  Loan  Board  and  the  Federal  land  banks.  The  association  of 
secretary-treasurers  of  our  district  has  raised  the  funds  to  conduct  the  proper  campaigns 
that  they  feel  are  necessary  to  take  care  of  their  business  out  there,  and  there  has  not 
been  any  prohibition  on  the  part  of  the  Farm  Loan  Board  or  the  Federal  land  banks 
against  these  associations.    They  have  been  encomaged  in  every  possible  way. 

Now,  I  want  to  make  something  of  a  general  statement  and  then,  because  I  helped 
to  draft  the  provisions  of  this  bill  (in  a  small  way,  perhaps,  but  as  a  result  of  confer- 
ences with  hundreds  of  secretary-treasurers  and  me  oflScers  of  the  Federal  land  banks, 
etc.),  I  want  to  discuss  the  particular  i)roviaions  of  the  bill  and  try  to  show  you  that 
fiom  a  practical  standpoint  uese  provisionB  are  necessary  to  the  proper  administratiim 
of  the  system. 

Mr.  Stevenson.  Before  you  begin  your  discussion  of  the  details  oi  the  bill,  there 
was  a  sug^t^stion  made  yesterday,  1  believe  by  Mr.  Manson,  that  appealed  very  strongly 
to  me.  ami  that  was  a  suggestion  as  to  the  classilication  oi  the  borrowers  under  the 
dihereut  issues  of  ])onds;  and  there  is  nothing  in  this  bill  relating  to  that  What 
do  you  think  of  a  proposition  of  that  nature? 

iir-  Corby.  It  is  unquestionably  true  that  whatever  we  might  say  about  coopera- 
tion, the  act  contemplates  that  the  borrowers  shall  enjoy  the  benefits  of  a  mutual 
concern,  and  by  some  plan  or  process  the  borrower  ought  to  get  the  benefit  of  the 
earning  upon  his  individual  stock.  That  is  now  bein^  taken  care  of.  in  a  measure, 
in  some  of  the  banks.   Fox  example,  the  Federal  Land  Bank  of  Omaha  declared  its 
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regular  5  per  cent  semiannual  dividend  on  the  1st  of  January.  In  addition  to  that 
it  made  a  pu]>lic  announcement  since  I  came  to  Washington  this  time  of  a  special 
dividend  of  15  percent,  classified  in  this  way;  Each  ])orrower  will  be  paid  one-quarter 
of  1  per  cent  for  ead^t  monUi  since  he  becione  a  member  of  his  particular  association, 
and  in  that  way  they  are  trying  to  make  a  hit  division  of  the  profits  to  a  particular 
borrower.  I  am  not  saying  that  that  is  an  exact  and  fair  di%'ision,  but  it  is  substan- 
tially so,  and  I  am  heartily  in  accord  with  any  plan  which  will  more  accurately  dis- 
tribute tlie  profit^!.  However,  T  would  not  Avant  to  say  offhand  that  Mr.  Manson's 
pro])osal — whicli,  ])erhaps,  he  has  not  considered  very  careiully — ought  to  be  the 
one  which  should  l)e  adopted. 

Mr.  Stevenson.  The  point  I  want  to  get  at  is  whether  substantive  legislation  is 
necessary  to  work  that  out  properly? 

Mr.  GoRBT.  I  think  not.  1  am  ccmfident  that  legislation  of  that  character  is  not 
necessary.  Since  the  law  contemplates  that  tJie  banks  shall  set  aside  only  legal 
reserves,  then  any  administrative  plan  that  the  board  and  Federal  land  banks  can 
work  out  for  a  fair  division  of  the  surplus  and  ptt^ts  need  not  be  made  a  matter  iA 
congressional  action. 

Mr.  Stevenson.  When  they  come  to  distritmte  a  good  many  millions  of  dollars  in 
that  way,  as  ultimately  they  will  be  doing,  are  they  not  in  danger  of  getting  into  court 
if  Ihey  begin  to  give  one  man  more  than  another,  on  the  ground  that  he  has  been  in 
longer  than  the  others?  In  other  w<Hrds,  is  there  anything  in  the  law  which  permits 
of  discrimination  in  &vor  of  one  stockholder  as  against  ano^er?  That  is  the  reason  it 
struck  me  as  though  there  mijgfht  be  some  legislation  necessary,  and  I  am  aiE^ing  these 
questions  with  a  view  to  locMog  into  ^isqueertkm  in  the  future,  but  not  in  connection 
with  this  particular  l^ill. 

Mr.  Corey.  I  feel  this  is  outside  the  scope  of  this  particidar  measure.  Of  course.  I 
see  your  point  there— that  is,  in  an  onlinary  commercial  corporation  any  attempt  to 
classify  stockholders  in  the  distribution  of  dividends  would  instantly  l)e  met  with  a 
proper  legal  protest  on  the  part  of  any  stockholders  who  were  not  adequately  taken 
care  of. 

Mr.  Manson.  Could  I  make  a  su^stion  in  that  connection?  I  am  very  glad  to 
learn  that  the  Omidia  bank  is  doing  what  it  is  doing  and  what  you  have  just  stated 
it  is  doing.  It  is  some  thing  that  I  nave  agitated  to  the  diepleasure  <rf  tbe  banks,  but 
I  am  glad  to  know  it  has  brought  results. 

Mr.  Corey.  Pardon  me:  there  was  no  displeasure  with  reference  to  anything  in  that 
connection,  \)uX  there  was  displeasure  with  your  mistaken  statements  in  the  circular 
you  sent  out,  and  it  you  want  to  know  what  they  are  I  will  l)e  glad  to  mention  them. 

Mr.  Maxsox.  1  know  there  were  one  or  two  inaccuracies  in  that  circular;  I  know 
that. 

Mr.  Corby.  To  complete  the  record  on  that,  yoiu:  statement  was  that  the  Federal 
Land  Bank  of  Omaha  had  not  paid  enough  in  dividends  to  take  care  of  the  interest 
chai^  upon  the  borrowers'  investment  and  stock  of  the  bank.   You  were  nustaken 

about  that,  were  you  not? 

Mr.  Max.sox.  Wait  a  minute.  When  you  come  to  iip:ure  out  how  much  the  borrower 
got  of  the  divide  nds  paid  by  the  bank  1  think  you  will  reconsider  your  statement 
that  I  am  mistaken. 

Mr.  ('(JKEV.  1  will  al)solutely  not  reconsider  it:  I  reiterate  it. 

Mr.  Maxsox.  1  wish  to  make  this  suggestion  in  connection  with  the  idea  that  was 
under  discussion.  WhUe  we  find  that  the  Omaha  bank  is  doing  exactly  the  right  thing 
in  practice,  I  fear  there  is  nothing  in  the  law  whidi  jisstifies  the  classification  ct  stock- 
hold^  at  the  present  time  in  the  declaration  of  dividends,  and  I  think  the  law  oup:ht 
to  be  amended  so  as  to  make  that  very  clear.  There  is  another  thing.  I  know  in 
your  district  there  is  very  strong  agitation  to  reduce  the  mai^n  between  the  bond 
rate  and  the  interest  rate  charged  the  farmer  to  less  than  the  1  per  cent  which  has 
heretofore  been  paid. 

Mr.  Corey.  Surely. 

Mr.  Manson.  I  would  fav^  such  a  reduction  and  I  believe  it  should  be  made, 
but  if  it  is  made  without  so  amending  the  law  as  to  classify  the  borrowers  it  would 
mean  the  payment  by  one  class  of  borrowers  of  twice  as  much  into  the  common  fund 
as  would  be  paid  by  another  class  of  borrowers,  while  both  of  them  should,  as  the  law 
stands,  participate  to  the  sam*^  extent.  While  the  object  you  wish  to  accomplish 
meets  with  my  hearty  approval  1  would  like  to  see  it  protected  by  an  amendment  to 
the  law  which  would  take  care  of  those  different  classes  of  borrowers.  There  is  an- 
other consideration  in  that  same  connection  and  that  is  that  the  law  now  says,  in 
express  language,  that  whenever  any  borrower  pays  out  his  stock  must  be  retired  at 
par.  That  means  that  if  there  is  any  portion  of  the  earnings  of  that  bank  which 
equitably  should  go  to  that  borrower,  and  which  have  not  been  distributed  to  that 
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borrower,  the  bank  has  no  option;  it.  can  not  give  that  portion  to  him  because  the  law 
expressly  provides  that  it  slmll  be  paid  out  at  par,  while  I  think  it  should  be  paid 
out  at  book  vidue,  and  my  own  su^:estion  was  that  the  borrower  ought  to  get  the 
benefit  of  the  major  portion  of  tibat  when  he  pays  out  finally^  because  it  gives  the 
bank  the  benefit  of  a  j]^eater  working  fund,  and  at  the  same  time  it  increases  the  fund 
that  is  being  credited  to  the  bonower's  loan  and  reduces  the  period  over  which  he 
has  to  pay. 

Mr.  OoRHv.  Well,  I  appreciate  that  there  is  some  merit  in  what  you  say,  Mr.  Manson, 
but  it  shows  that  the  practical  difficulty  of  theorizing  about  some  of  these  provisions 
of  the  farm  loan  act.  We  have  a  lot  of  fellows — but  this  has  no  reference  to  you,  of 
course— who  sit  aroimd  on  dry-goods  boxes  and  think  thev  can  tell  Congress  the 
solution  of  all  the  international  and  financial  dislafessee  of  the  Nation.  However,  I 
think  you  are  mistaken  in  your  point  and  yon  made  the  same  mistake  in  your  circular 
letter*  Yousu^eeted  tiiat  to  do  the  thing  which  we  threatened  to  do  in  Omaha  would 
reduce  the  rate  to  5  per  cent,  and  which  by  allmeiois  ought  to  be  done^  would  wwk 
an  injustice  to  the  present  borrowers. 

Mr.  Max  SOX.  Certainly;  I  agree  with  yon. 

Mr.  Coi^Kv.  In  Omaha  and  other  districts.  You  suggested  that  would  make  neces- 
sary the  taking  from  a  man  already  in  something  of  his  reserve  in  order  to  reduce  that 
rate  to  five  per  cent.  Now,  again,  you  are  absolutely  mistaken^  because  by  the  sale 
of  a  4^^  per  cent  bond  and  the  maku:^  of  a  5  per  cent  loan  rate  we  have  maintained  a 
spread"  of  one-half  of  1  per  cent,  and  our  business  is  now  of  such  volume  that  the  net 
coat  of  doing  the  business  is  one-quarter  of  ]  per  cent,  so  that  with  the  5  per  cent  rate 
the  borrower  can  carry  the  Irad  huiuaeU  without  touching  the  reeerve  or  without 
touching?  the  suri^lus  or  capital. 

Mr.  Man.son'.  1  am  iroing  to  ignore  personalities,  in  order  that  the  record  may  not 
be  encumbered  with  them,  and  discuss  the  (luestion,  if  I  may.  Assuming  that  the 
half  of  1  per  cent  will  more  than  carry  the  5  per  cent  borrower,  which  I  know  to  be 
true,  yet  that  borrower  is  paying  into  the  common  fund  just  half  of  what  the  present 
day  borrower  and  all  of  thte  present  day  borrowers  are  paying  into  that  common  fund, 
and  upon  the  distribution  of  that  common  fund,  in  any  way  that  you  can  legally 
distribute  it  under  existing:  law,  the  fellow  who  is  paying  half  will  participate  to  the 
same  extent  as  the  man  who  is  paying  in  the  whole  of  1  per  cent. 

Mr.  OoRKv.  If  your  supposirion  is  true  then  your  answer  is  true,  but  I  do  not  agree 
tliat  under  the  present  law  we  can  not  make  a  fair  distribution  of  these  surphis  profits 
among  the  borrowers. 

Mr.  Stevenson.  To  get  to  the  end  of  my  questions  and  my  difficulties,  I  have  been 
a  pretty  practiced  lawyer  and  banker  all  iny  life  ever  since  I  was  grown.  Now,  you 
are  making  a  certain  kind  of  distribution  at  Omaha  by  vibidi  some  stockhold^  are 
getting  more  than  others? 

Mr.  Corey.  Yes,  sir. 

Mr.  Stevkxson'.  They  may  sit  down  and  do  nothing  for  a  great  while:  they  may 
sit  down  and  do  nodiing  until  their  mortgages  become  due,  and  by  the  time  the  day 
comes  lor  linal  settlement  that  thing  may  have  gone  along  and  accumulated,  and 
then  you  are  going  to  be  confronted  by  a  fellow  who  did  not  get  as  much  as  the  other 
f  dlows  to  apply  to  his  mortgage,  and  the  law  of  every  State  is  that  he  is  entitled  to 
have  the  money  that  was  pro]>erly  creditable  to  him  applied  on  his  mortgs^  or  to 
get  it  himself.  *  Xow,  he  comes  up  and  says,  I  do  not  owe  you  more  than  $200;  you 
have  taken  a  pwrt  of  my  profits  and  given  them  to  these  other  follow^s:  you  have  given 
them  more  than  I  received  and  I  demand  an  equitable  settlement."'  If  you  pro- 
ceed along  tliat  course  Avithout  legal  provision  for  it,  you  are  laying  up  trouble  for 
the  next  generation,  because  just  as  sure  as  we  are  hen^  some  fellow  is  going  to  raise 
that  question  it  comes  to  the  day  of  settlement. 

Mr.  CoKKv.  My  judgment  is,  Congressman,  that  the  present  Act  contemplates 
the  division  of  all  the  surplus  profits  arnoi^  the  borrowii^  stockholders  and  that  any 
fair  plan  approximating  such  a  division  would  be  a  proper  and  legal  plan. 

Mr.  Wisc.o.  I  think  you  are  ri^t  there,  except  that  you  possibly  overlook  the  con- 
tention made  bv  Mr.  Stevenson  or,  rather,  his  suggestion,  wliich  is  that  in  the  course 
of  time  he  is  liable  to  come  in  and  contend  that  your  distribution  was  not  a  fair  one 
and  insist  that  the  only  fair  one  would  be  a  mathematically  accurate  one  based  upon 
the  relative  proportion  of  the  payments  being  made  hy  all  the  persons.  I  would 
be  opposed  to  attaching  to  tliis  bill  an>-  scheme  of  that  kind,  unless  it  were  very  wdl 
matured  and  studied  out  very  thoroughly,  but  I  think  you  might  well  consider  the 
question  Mr.  Stevenson  has  zaised  and  that  it  would  be  a  part  of  safety  to  work  out 
a  l^slative  provision  which  would  clearly  and  unmistakably  authorize  you  to  do 
that.  I  think  vou  ought  to  have  large  latitude  in  arriving  at  your  plan  of  distribu- 
tion, but  I  thiak  it  m^t  be  well  for  you  to  look  into  we  questipn  raised  by  Mr. 
Stavenaon. 
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Mr.  (vOREY.  You  are  absolutely  right,  Mr.  Wingo;  in  fact.  I  would  say  that  for  at 
least  two  years  this  rather  troublesome  question  has  been  considered  by  the  banks 
and  the  board,  and  I  recall  that  about  a  year  and  a  lialf  ago  I  wrote  a  letter  to  the 
Farm  Loan  Board  suggesting  this  scheme;  that  when  a  man  comes  in  he  should  be 
charged  the  book  value  of  the  stock:  that  when  he  goes  out  he  should  be  credited 
upon  his  loan  with  the  book  value  of  the  stock;  and  various  other  plans  have  been 
su^ested.  I  am  sure  the  board  will  carefully  consider  the  rather  elaborate  plan 
that  Mr.  Manson  spoke  about  yesterday.  However,  I  think  we  will  all  it  is 
fraught  with  some  difficulty  to  work  out  most  carefully. 

Mr.  Wingo.  There  is  no  question  about  that. 

Mr.  Stevexso.v.  I  would  not  undertidce  to  have  it  incorporated  iu  this  bill. 

Mr.  ('OREV.  I  should  think  not. 

Mr.  Mansox.  I  did  not  bring  it  up  with  tlie  idea  that  it  wouhl  be  incorporated  in 
this  bill;  it  came  up  incidentally,  but  it  is  a  matter  to  which  I  have  given  a  lot  of 
thought.  I  want  to  say  frankly  for  the  record  that  the  answer  of  the  chairman  of  the 
executive^otnmittee  of  the  Omaha  district  threw  a  great  deal  of  light  on  the  position 
1  had  taken;  I  recognized  a  great  deal  of  force  in  it  and  it  very  Ifuigely  modified  the 
viefWe  I  entertained  at  the  time  I  wrote  my  letter. 

Mr.  ('ORKV.  Tliat  is  certainl\-  very  generous  and  fair. 

Mr.  Maxson.  I  do  not  claim  to  have  any  more  knowledge  or  this  subject  than  an 
intelligent  man  can  secure  through  a  careful  and  close  study  of  the  situation;  that  is  all. 

Mr.  CoREV.  Now,  gentlemen,  1  tliink  we  all  recognize  tliat  if  we  start  out  wittl  a 
false  premise  we  can  make  a  plausible  ai^ument  for  almost  any  proposition.  I  think 
Ihe  false  premise  of  the  opponents  of  this  bill  is  that  the  association  is  sacred  and  must 
be  perserved  at  all  hazards.  If  you  adopt  that  false  pr^nise,  that  at  all  hazards  the 
aflsociation,  whether  it  is  operating  dficiently  or  not,  must  be  preserved,  then  you 
must  give  a  good  deal  of  credit  to  some  of  the  azguments  advanced  by  the  opponents 
of  this  bill. 

To  my  mind  and  to  the  minds  of  the  Association  of  Secretary -Treasurers  of  the 
Federal  Land  Banks,  of  the  borrowers,  and  of  the  Farni  Loan  Board,  the  real,  substan- 
tial, and  what  1  think  ought  to  be  the  controlling,  premise  is:  What  plan  or  scheme  "will 
give  to  the  present  borrowers  the  largest  possible  dividends  and  will  give  to  the  farmers 
not  yet  served  the  lowest  rate,  the  highest  dividends,  and  the  cheapest  and  most 
effective  services.  After  all,  that  is  what  we  want  to  accomplish  by  these  amend- 
ments. If  you  will  apply  a  fair  test  to  the  pro\isions  of  the  bill,  as  everjd^ody  con- 
nected with  the  writing  of  the  bill  has  applied  it,  I  am  convinced  >  ou  will  agr<*e  that 
all  of  its  provisions  will  give  the  bon  owers  better  service,  lower  rates,  and  larger  divi- 
dends, and  if  the  pro\  isiona  can  not  meet  that  test  then  preserve  the  association  at  all 
hazaids. 

NoW|  there  is  no  thought  at  all  in  the  minds  of  anybody  who  had  anything  whatever 
to  do  with  the  writing  of  this  bill  that  they  would  ask  tot  an  instrument  whereby 
they  coidd  abolish  the  associati(»is.  I  will  go  into  that  in  more  detail  in  just  a  mo- 
ment, but  I  want  to  cover  one  or  two  more  general  propositions  first. 

We  have  quite  an  unusual  and  unique  situation,  in  view  of  the  general  impression 
that  there  is  a  shortage  of  nioue>'  to  lend  to  the  farmers.  We  have  that  situation 
throughout  what,  it  would  be  fair  to  say,  conslitutes  80  per  cent  of  the  agricultural 
land  vahu^  of  the  nation.  While  I  am  speaking  ai  times  particularly  of  the  Omaha 
Bank,  the  argument  applies  with  equal  force  to  a  large  part  of  the  St.  Louis  district, 
the  St.  Paul  district,  the  Wichita  district,  the  Louisville  district,  and  the  Spokane 
and  Berkeley  districts,  because  they  have  in  some  parts  of  their  districts  exactly  the 
same  situation  as  we  have  in  about  half  of  our  district. 

Now,  you  have  this  unusual  situation.  I  know  exactly  what  the  machinery  is  of 
the  Federal  Land  Bank  of  Omaha,  because  I  started  in  there  just  as  green,  undoubtedly 
more  inexperienced  than  some  of  the  others  who  have  had  to  do  with  the  organization 
of  the  administrariA^e  machinery  of  that  bank.  We  started  with  nothing  more  than  a 
copy  of  the  farm  loan  act  and  we  had  to  work  out  the  practical  problems.  We  have 
very  efficient  madunery  there  and  with  that  machinery,  in  the  month  of  October, 
1922,  we  loaned  $1,265,400,  and  in  November,  1922,  we  loaned  $1,104,600;  the  Widiita 
^Brtrict,  with  machinery  second  as  good  as  ours,  Mr.  Strong,  in  October  loaned  $1,600,- 
300  and  in  November  $1,543,500.  Gentlemen  of  this  committee,  there  are  thousands 
upon  thousands  of  farmers  in  the  territory  covered  by  these  banks  who  are  terribly 
distressed  because  the  Federal  land  banks  are  not  functioning  to  serve  them.  Now, 
what  is  the  situation?  The  Federal  Land  Bank  of  AVichita  and  the  Federal  Land  Bank 
of  Omaha  could,  with  the  utmost  ease,  have  loaned  during  each  of  those  months 
$3,000,000.  Not  only  that,  but  the  bond  market  is  such  that  the  proceeds  of  the  bond 
sales  are  adequate  so  that  if  the  Federal  Land  Bank  of  Omaha  or  the  Federal  Land  Bank 
of  Widiita  in  any  one  of  those  months  had  been  asked  for  $3,000,000  or  $4,000,000  tiiey 
couM  ^ire  fnznubed  the  momffy.  Now,  w^  do  ^Stef  not  take  care  <d  wb  fiurmexs  in 


that  territory  where  they  are  very,  very  much  distressed  today?  They  are  not  taking 
careof  them,  gentlem^,  because  of  a  lotof  pfovieocma  in  thefiumkiaaa^  ttds 
bill  seeks  to  correct. 

Mr.  Strong.  There  is  now  too  much  red  tape. 

Mr.  Corey.  I  will  go  into  that  in  greater  detail,  but  your  statement  is  partially 
correct.  There  is  too  much  red  tape,  a  refusal  on  the  part  of  associations  to  function, 
a  slowness  in  ser\ice  because  in  many  places  the  associationfl  will  not  properly  function, 
and  an  arbitrary  loan  limit  of  |10,000  which  takee  from  the  farmer  a  fair  average  loan 
iipon  his  land.  Now,  I  am  going  into  that  question  later,  but  take  Congressman 
Wingo's  district  as  an  example*  I  nave  no  boubt  that  Congressman  Wingo  would  say, 
"You  ought  to  take  care  of  the  average  farmer  in  the  State  of  Arkansas."  Well,  the 
census  statistics  show  that  the  average  value  of  a  farm  in  the  State  of  Arkansas  is  about 
$4,000.  That  is  the  average  value  of  a  farm  in  that  State,  and  we  will  certainly  all 
agree  that  the  average  man  ought  to  be  taken  care  of  under  the  terras  of  the  Federal 
faim  loan  act.  Now,  the  average  value  of  a  farm  in  the  State  of  Iowa  is  $39,000.  You 
do  not  want  the  farmer  to  reduce  the  size  of  that  farm  to  an  uneconwucal  unit  of  40 
acres.  Experience  has  demonstrated  in  this  ^eatest  i^cidtural  State  of  the  Union 
that  a  160-acre  unit  is  the  economic^  unit  which  a  man  must  have  to  make  his  farm 
profitable.  I  recognize  that  Congressman  Wingo  and  all  of  you  other  gentlemen, 
whatever  the  situation  may  be  in  your  own  particular  State .  are  going  to  take  a  national 
view  of  this  thing,  with  the  view  of  relie\ing  agriculture  generally. 

The  constant  criticism  of  the  Farm  Loan  Board  was  the  basin  of  much  of  the  case 
which  was  made  by  the  opponents  of  this  bill.  They  went  with  careful  detail  into 
the  various  bond  transactions,  but  I  am  not  going  into  that  question  at  all  becaisse  I 
think  it  is  entirely  outside  the  question.  I  think  that  if  the  Farmer  Loan  Board  has 
made  any  mistakes  they  are  cwnparatively  unimportant  in  tins  hearing,  but  I  do 
want  to  make  this  statement,  that  since  Judge  Lobdell  became  farm  loan  com- 
missioner there  has  not  been  a  single  mistake  made  in  the  offering  of  farm  loan  bonds. 
Judge  Lobdell  may  be  modest  about  his  statement  as  to  his  inexperience  in  the  bond 
business:  may])e  he  was  inexperinced  when  he  came  in  five  years  ago,  but  he  certainly 
must  have  gained  a  lot  of  experience  from  his  connection  with  the  Farm  Loan  Board 
because  if  you  \vill  examine  every  bond  sale  with  which  he  was  connected  since  he 
became  commissioner  you  will  find  he  offered  that  bond  at  a  going  Baai*et  price  and 
that  there  never  was  any  material  advance  ovw  the  price  at  widch  the  board  marketed 
the  bonds,  and  I  say  that  is  mighty  effective  bond  marketii^ 

Thero  was  another  inference,  although  I  do  not  think  it  was  seriously  suggested,  and 
that  is  this:  That  some  of  the  Federal  land  banks  desire  an  increase  of  the  loan  limit 
because  as  soon  as  they  can  write  larger  loans  it  will  reduce  the  work  of  the  officers  of 
the  banks.  Gentlemen,  there  is  no  such  thought  at  all  on  the  part  of  the  otficers  of  the 
banks.  If  they  wanted  to  get  out  of  work  they  certainly  would  not  be  urging  an  in- 
crease of  the  loan  limit.  The  distressing  thing  to  the  banks  in  the  ^eat  agricultural 
territory  of  this  country  is  the  condition  1  described  in  the  Omaha  iBank  and  in  the 
Wichita  Bank  where,  with  distress  all  around  Ihem,  they  find  they  can  not  serve  the 
&mei8.  That  is  the  thing  that  is  bothering  these  banks,  and  you  may  be  absolutdy 
sure  that  every  bank  in  the  system  recesses,  first  of  all,  that  they  are  going  to  take 
care  of  tiie  small  farm^.  There  has  never  been  any  diacTiminatkm  agauost  him  and 
tibtere  never  will  be  any  discrimination  against  him. 

NoAV,  I  am  going  to  take  up  the  particular  sections  of  the  bill,  and  unless  yov.r  ques- 
tions lead  me  out  I  shall  be  very  brief  with  reference  to  each  of  the  sections,  because 
I  recognize  that  they  have  been  pretty  thoroughly  discussed  before^  you. 

The  lirst  proposition  is  that  the  expenses  of  the  system  should  be  distaibuted  among 
the  joint-stock  land  banks  and  the  Federal  land  banks  in  pronortion  to  gross  assets. 
Nobody  would  question,  particularly  in  so  far  as  the  joint-stock  land  banks  are  con- 
cerned, that  the  practice  now  followed  with  reference  to  national  banks  should  be 
put  into  effect,  that  is,  the  proper  assessment  of  the  expenses  of  the  comptroller's 
department.  Now,  the  same  is  equally  true,  I  think,  of  the  Federal  land  banks. 
The  Federal  land  banks  have  had  the  advantage  of  free  (Tovernment  capital,  although 
gradually  diminished  o\  er  a  i)eriod  of  the  last  five  years.  They  are  firmly  established ; 
thev  are  making  large  profits;  they  are  paying  large  dividends  to  the  borrowers,  in 
addition  to  gi\  ing  them  directly  and  through  competition  very  low  farm-loan  rates 
and  rales  which  are  very  apt  to  become  lower.  Therefore  the  farmeofs  will  not  com- 
plain at  all,  and  the  Federal  land  banks  and  the  farm  loan  associations,  with  which 
they  come  in  contact,  are  sil  agreed  tiiat  it  is  only  lair  Hiat  they  pay  the  expenses  of 
the  system. 

I  will  pause  at  the  end  of  the  discussion  of  each  section  because  I  believe  that 
would  be  a  very  proper  place  for  (juestions  if  you  gentlemen  wish  to  ask  any  questions. 

Mr.  SteagajuI/.  1  want  to  ask  you  a  question  or  two.  Whom  do  you  say  you 
represent? 
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Mr.  Corey.  I  represent  the  Federal  Land  Bank  of  Omaha  and  the  AssodatlMi  of 
Secretary-Treasurers  of  the  Eighth  Federal  Land  Bank  District. 

Mr.  Steagall.  What  benefit  is  to  come  to  any  of  them  by  imposing  upon  tiiem 
the  expense  now  borne  by  the  Federal  Govemm«at,  which  amounts— I  will  ask  you 
how  much  it  does  amonnt  to? 

Mr.  CoBET.  Can  you  answer  that,  Goyemox  Cooper?  I  can  not. 

Mr.  CooPBB.  I  do  not  recall  just  at  the  moment. 

Mr.  Steagall.  It  is  a  considerable  amount,  is  it  not?  Some  hundreds  of  thousands 
of  dollars,  and  that  being  so,  what  benefit  would  that  be  to  the  people  whom  you 

represent? 

Mr.  Corey.  It  would  be  of  no  financial  benefit. 

Mr.  Steagall.  It  would  impose  a  considerable  burden  on  you,  would  it  not? 

Mr.  CoEEY.  No,  not  a  considerable  burden.  ^ 

Ifo-  DoAK.  Mr-  flannagan  said  it  was  about  $300,000,  or  sranethmg  like  that. 

Mi.  StbaoaUi.  That  is  my  recollection,  something  over  a  quarter  of  a  milhon  dol- 
lars was  the  expense .  Now,  it  will  nec^smrily  foUaw  timt  that  expense  will  increase 
as  time  runs  along,  will  it  not? 

Mr.  Cokey.  No:  not  proportionately  to  the  increase  

Mr.  Steagall  (interposing).    J5ut  it  will  increase,  will  it  not? 

Mr-  Corey.  As  the  system  jrrows  it  naturally  would.  ^  _ 

Mr.  Steagall.  Do  you  not  think  the  farmers  of  the  country  are  fortunate  m  having 
that  expense  taken  care  of  by  the  Government  at  the  present  time  and  would  it  not 
be  better  for  the  farmers  interested  in  this  system,  and  who  own  it,  to  let  Hiat  eiq^^ase 
contmue  to  be  borne  for  the  present  by  the  Federal  Government? 

Mr.  Corey.  So  &t  as  the  Federal  land  banks  are  concerned,  and  when  you  con- 
sider that  there  are  70  joint-stock  land  banks  and  that  all  the  ex])-nsi;  the>-  in-oj^ose 
to  take  care  of  is  just  the  adminsitration  of  the  system  here  at  Washington,  it  is  so 
small  as  to  ]ye  comparatively  unimportant. 

Mr.  Steagall.  WTiat  benefit  would  come  from  making  a  change? 

Mr.  Corey.  Certainly  no  financial  benefits 

Mr.  Stbaoail.  What  otiber  benefit? 

Mr.  Corby.  Well,  iust  this,  perhaps,  firom  the  standpoint  of  the  men  who  have  con- 
tended that  all  the  farmers  want  is  the  machinery  established  by  the  Government 
throng  which  they  could  pool  their  securitieB  and  market  titem  so  as  to  enjoy  the 
lowest  possible  net  rate  on  their  loans. 

The  Government  provided  that  machinery  and  the  farmer  ie  willing  to  make  good 
his  suggestion  that  thev  can  carry  on  the  system  and  pay  the  exix^naes  of  it. 

Mr.  Steagall.  I  would  be  slow  myself  to  accept  the  idea  that  we  ourfit  to  transfer 
this  cost  to  the  banks  at  present.  Maybe  the  time  will  come  when  it  oiynt  to  be  done. 
But  I  have  been  dow  to  reach  the  conclusicm  that  tiie  time  had  ccme  when  it  was  wise 

to  do  it.  ,  V  X 

Mr.  Corey.  Why  ebould  the  Federal  Government  pay  the  central  expenses  here  at 
Washii^on  of  the  e  xamioation  and  administiation  of  70  joint  stock  land  banlos  operated 

V^n  private  capital  for  private  profit? 

Mr.  Steagall.  Some  people  asked  the  question  why  the  F(^deral  (io\-ernment 
should  have  ever  attempted  to  set  u]>  this  system  at  all.  1  think  the  Government  was 
very  fuUv  justified  in  everything  it  has  done  and  is  justilied  m  all  it  is  doing  now,  and 
what  I  am  thinking  about 'is  the  continued  success  of  the  system,  and  the  confidence 
that  the  investing  public  will  have  in  it.  Whether  the  heat  interests  of  the  system 
wfll  be  prvHnotedby  separating  the  system  from  the  government  at  any  point,  so  long 
as  the  Government  18  paving  all  these  expenses  and  keeping  watch  on  the  system,  there 
is  a  good  big  benefit  to  be  derived  in  the  matter  of  confidence  that  will  be  maintained 
in  its  success,  and  in  the  management  and  supervision. 

Mr.  I'oKEY.  Mr.  Com^ressman.  doul_)less  you  niidit  be  interested  in  the  statement 
in  the  record  of  the  annual  ex}>ense  Avhich  is  now  borne  by  the  Government  and  what 
that  expense  would  to  each  Federal  land  bank  approximately  if  this  amendment  was 
passed.    Would  you  be? 

Mr.  ^rsAOALL.  I  know  what  that  would  lead  to,  of  course*  Without  having  the 
figures,  Z  suppose  it  would  be  v^  ranaU? 

Mr.  Corby.  Yes. 

Mr.  Strong.  As  I  understand,  if  this  amendment  should  prevail,  the  joint  stock 
land  banks  would  pay  about  50  per  cent  i>erhaps  of  the  total  expense.  I^ut  now  the 
joint  stock  land  banks,  })ein^^  private  institutions,  pay  no  part  of  the  l>urden  of  the 
cost  of  the  system.  As  a  matter  of  sound  governmental  policy,  these  institutions 
ought  to  pav  their  own  ex}>enses. 

Mr.  Steagall.  I  do  not  know  that  in  the  course  of  tune  it  diould  be  d<me;  maybe 
it  should  be  done  now-  I  have  been  dow  contending  that  time  had  come. 
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Mr.  GoLDSBORoroH.  Would  thoro  ]\e  any  restraint  under  this  hill  in  the  amount  of 
expense  incumHl  I)y  any  land  bank  or  the  Federal  Farm  Loan  Board? 

^fr.  T'oREY.  The  land  banks  now.  you  understand,  have  no  check  up  on  their 
<^x]>on.S(*  excoptwhat  the  Federal  Farm  Loan  Hoard  maintains — ^tlieir  direct  expense — ■ 
the  only  item  of  ex]XMise  involved  in  this  bill  is  that  connected  with  the  administration 
of  the  Farm  Loan  IJoard  here  at  \Va8hino:ton. 

Air.  GoLDSBOROi  GJT.  Suppose  some  Federal  farm  loan  bank  wants  to  erect  a 
building.  What,  if  any,  limitation  does  the  law  provide  on  the  amount  of  expense 
to  be  incurred? 

Afr.  Corey.  There  is  no  limitation  in  the  act  now- 

Mr.  GoLDSBOROXTGH.  I  mean,  under  the  amendment,  under  this  bill. 

Mr.  Corey.  None  under  this  ameodmentr  bo.  If  you  att^ided  IhsA  meeting  at 
which  .Tudi2:e  Lobdell  testified  

Mr.  Cooper  (interposing).  If  Mr.  Corey  will  allow  me.  The  P'arm  Loan  Board  would 
ask  that  this  bill  be  amended  so  that  the  amount  of  these  expenses  should  be  deter- 
mined by  Congress  just  as  you  now  do  in  appropriations.  We  do  not  want  that  re- 
sponsibility. 

Mr.  Wtnoo.  You  mean  let  tliem  reimburse  upon  appropriations? 

Mr.  Cooper.  We  would  rattier  the  Congress  would  always  have  control  of  that. 

Mr.  WiNGo.  In  other  words,  reimbuise  tbe  expensf^  like  the  Fed^:al  Eeewve 

Board? 

Mr.  Cooper.  Yes;  that  would  be  our  desire. 

Mr.  WixGo.  I  think  that  we  provide  each  year  and  permit  reimbursement. 
Mr.  Stevenson.  Something  like  that. 

Mr.  Steagali..  I  think  that  8Ugp:estion  is  a  wise  precaution  to  come  from  a  member 
of  tile  board,  because  I  know  you  do  not  even  want  to  get  yourselves  in  ttie  situation 
that  we  have  been  confronted  with  in  another  board. 

Mr.  Cooper.  It  is  the  unanimous  opinion  of  the  board  that  that  eihould  be  contzoUed 
by  the  board  and  be  reimbursed, 

Mr.  Cokey.  Goinu-  to  the  next  section,  the  question  of  permanent  organization. 
We  must  r(^co2;niz(»  thai:,  there  are  three  parties  in  interests  here — borrowing  stockholder, 
the  l^ond  investing  public  and  the  future  farmer  borrower.  The  first  two  classes, 
insofar  as  the  system  has  operated  up  to  date,  have  been  adequately  taken  care  of. 
The  Governement  control  has  l)een  rather  complete.  It  unquestionably  has  impressed 
the  bond  market;  it  has  given  the  present  bcnrower  a  low  rate,  and  the  dose  control 
has  in  large  measure  doubtless  been  responsible  for  the  payment  of  substantial  divi- 
dends by  se\-eral  of  the  Federal  land  banks- 
After  all,  the  most  important  matter  to  consider  is  the  future  farmer  borrower. 
The  outstanding  thing  wo  have  got  to  think  about  is  whether  or  not  we  can  at  all 
times  prf  starve  the  conUdence  of  the  bond-investing  public  so  that  farmer  not  yet 
served  will  be  served. 

Can  you  think  of  a  reason  why  the  Federal  land  banks,  operating,  i^  is  true,  in  the 
best  territory  of  the  United  States  but  operating  as  well,  gentlemen,  in  the  territory 
into  which  heretofore  the  fiurm  mortgage  companies  have  refused  to  go  at  all,  or  if 
they  have  gone,  have  enter^  the  territory  and  made  an  excessive  interest  rate  charge — 
I  say,  can  you  think  of  any  reason  why  the  Federal  land  bank  bonds  have  enjoyed 
a  bettor  market  than  have  the  joint-stock  land  bank  bonds? 

There  is  a  reason  for  it.  The  joint-stock  land  banks  to-day,  gentlemen,  according 
to  their  advertisements,  generally  have  been  writing  their  loans  in  the  cream  of  the 
agricultural  territory  of  the  Nation,  in  the  territory  which  the  farm-mortgage  com- 
panies have  considered  the  best  agricultural  territory.  With  these  loans  which  we 
might  call  the  cream  loans,  they  have  gone  into  the  bond  market  to  sell  ibmr  bonds, 
and  generaUy  they  have  been  compelled  to  sell  a  bond  at  (me4ialf  el  1  P^r  cent  mm 
than  the  Federal  land-bank  bond.  There  is  only  one  fair  deduction,  I  think,  that  you 
can  draw  from  this  situation,  and  that  is  that  the  mutual  interdependence  of  all  the 
Federal  land  banks,  the  mutual  guaranties  of  the  bonds  of  each  bank,  and  the  close 
Government  control  of  the  system,  has  impressed  itself  upon  the  bond  market  in  spite 
of  the  fact  that  included  in  the  Federal  land-bank  issues  there  is  a  great  volume  of 
securities  which  heretofore  have  been  declared  unsafe  for  the  farm-mortgage  com- 
panies. 

Gentlemen,  one  of  the  most  vital  things  in  this  bill  is  not  to  disturb  the  confidence 
of  the  bond-investing  pubUc,  for  if  you  do  you  will  force  tiie  future  farmer  borrower  to 
pay  a  b%her  rate  of  interest  tl^  he  has  been  pajdng  ia  the  past  or  would  pay  if  you 
allow  the  Government  control  to  remain  unimpaired. 

Mr.  Manson'.  I  might  suggest,  Mr.  Corey,  that  you  overlooked  one  of  the  marked 
distinctions  between  the  Federal  land-bank  bond  and  the  jointrstock  bank  bond. 

Mr,  Cobby.  What  is  it? 
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Mr.  Manson.  The  fact  that  all  loans  made  by  the  Federal  land  banks  are  indoraed. 

Mr.  Corby.  Well,  we  are  getting  into  that  old  discussion  about  which  you  have 
talked  and  I  am  making  the  old  reply,  that  the  stock  liability  of  the  individual  bor- 
rower remains  exactly  the  ^me  whether  he  is  a  borrower  through  the  1  ederai  land 
bank  or  throug^il  an  association.  i 

Air.  Ctoldrborough.  m.  Corey,  you  said  a  few  minutes  ago  that  there  were  ttoee 
parties  interested  in  this  system— the  borrower,  the  bond  purchaser,  and  who  elsef  ' 

Mr.  CoiiEY.  The  future  borrower.  j       x  i 

Mr.  GoLusBORouGH.  And  the  future  borrower.  You  do  not  think  that  the  tax 
naying  public  should  have  any  relative  considmti<m  in  detennming  just  what  tne 
Xaw  should  be^ 

Mr.  Corby,  "i  would  not  say  that.   Do  you  refer  to  the  piopositioa  of  tax  exempUon, 
^fr.  Cougrefleman? 

Mr.  GoLii5?BOROUGH.  Yes.  .  .  .  i      .1^  k„ 

Mr  Corey.  It  voii  want  me  to  give  you  mv  individual  opinion  on  tlmt,  i  would  De 
glad  to  do  it .  Our  position  on  tlmt,  and  always  lias  been  ever  since  the  tax-exempt 
features  of  the  farm  loan  act  were  fought  by  the  Farm  Mortgage  BankeiB  Assoaation, 
is  that  at  the  time  the  agitation  began  the  tax-exempt  fajmers'  eecimti^  constituted 
but  one-thirtieth  of  the  volume  of  tax-exempt  securities  m  the  United  btates,  mamiy 

ior  the  benefit  of  the  city  dweller.  t  1  u  fi.« 

That  complaint  ought  not  to  be  made  of  a  tax-exempt  security  \vluch  benefits  me 
borrowing  farmer.  Now  that  percentage  is  not  the  same  at  pre.sent.  of  course.  My 
individual  idea  of  tli-n  is  simply  this,  that  if  you  were  to  separate  the  i^ederal-land 
bank  bonds  and  repeal  the  tax-exemption  clause,  you  would  force  us  int^  competition 
with  billions  of  dollars  of  municipal  bonds,  and  you  would  force  a  higher  rate  upon 
the  borrowing  farmer.  1  agree  with  you  that  tax  exemption  xs  uneconomical  and  un- 
sound, and  I  hope  that  the  constitutional  amendment  now  bemg  proposed  will  pass, 
and  at  that  time  the  former,  competing  not  with  other  tax-exempt  securiUes  but 
securities  of  the  eame  class,  will  be  in  a  position  to  take  care  of  his  interest  at  low  rates. 

Mr.  Manson.  Mr.  Corey,  might  I  ask  you  a  question  on  that  point? 

Mr.  f'ouBY.  Yes.  . .  .  „ 

Mr.  Manson.  1  believe  you  were  here  wben  Mr.  Quick  was  testiiying.' 

.  Mr.  ToREY.  Yes.  u     *  *  - 

Mr  I^Iavson.  And  Mr.  Quick  stated  that  one  reason  this  B>-tem  could  not  to  a 
greater  extent  bring  about  a  change  from  tenancy  to  farm  owTiership  was  that  to-day 
the  rental  value  of  land  was  lees  flian  the  interest  rate  upon  loans.   I  thmk  that  WM 

what  Air.  Quick  stated. 
Mr.  GoLDSBOROUGH.  That  is  certainly  true,  IS  it  not? 

Mr  Manson.  Yes,  I  believe  that  to  be  true.  T>o  you  not  believe,  that,  adinittuig 
this  tax-exemption  to  be  a  bountv,  that  the  pulAjc  iatcrest  justilies  the  grantuig  ol 
that  bountv  to  the  farmer  in  order  that  tenancy  ma;  not  increse  and  that  tenancy 
may  decrease?  Do  vou  not  believe  that  there  is  tnough  diiierence  bet\\een  the 
valiie  of  a  tenant  farm  to  the  public  generally  and  the  value  of  a  farm  borrower  by  the 
ouTier  to  the  public  generally  to  justify  whatever  bounty  the  farmw  may  be  getting 
out  of  the  tax-exemption?  .      .      ,    ,  ^  _ 

Mr.  CoKBY.  I  agree  absolutely  that  in  the  present  situation  the  faxmea  tax-exanp- 

tion  ought  not  to  be  disturbed.  •    x  4^  * 

■  llr.  Stevenson.  Mr.  Corey,  you  made  the  statement  a  minute  ago  that  it  would 
put  the  farmers'  securities  in  competition  vith  nnuiicipai  and  other  securities  ol  that 
kind  if  his  tax-exemption  w  as  repealed  now.  You  do  not  mean  to  say  that  the  securi- 
ties of  municiijalities  and  counties  and  other  subdivisions  are  now  subject  to  tax/ 

Mr  (  OREY.  Oh,  no.  No;  I  do  not  mean  that  at  aU.  I  meant  fliat  they  are  tax- 
exempt,  and  that  if  you  woidd  repeal  the  tax-exemption  of  the  farmers  bond  you 
would  force  his  Uxable  bond  in  competition  wittt  the  tax-exempt  securities. 

Mr  WiNGO.  Let  us  see.   Municipal  bonds  are  not  tax-exempt  now  absolute!} 
They  are  taxed  right  now.   Everv  State  in  the  Union  taxes  everybody  else  s  bond 
but  Its  own,  and  the  great  bulk  of  the  municipal  and  State  bonds  of  the  I  nited  .States 
—over  80  per  cent  of  them— are  sold  and  held  in  States  other  than  the  SUtes  ol  the 
issue  and  are  subject  to  taxation  in  those  States  and  are  taxed. 

Mr  Stevenson.  But  the  United  States  can  not  Ux  them.  .  ^ 

Mr  Win  GO.  But  that  is  one  of  the  questions  raised  in  here  thai  you  are  not  caving 
the  Sutes  a  reciprocal  advantage,  because,  as  a  matter  of  fact,  the  great  bulk  of  State 
securities  are  now  taxed  by  the  States,  and  that  you  are  not  gmng  tiiem  that  nght 
by  the  Greene  resolution.  They  already  have  that  rig^it  and  are  exercismg  it. 

Mr  Stbong.  Is  it  not  true  that  until  the  Government  commenced  to  issue  tax- 
exempt  securities  for  the  ben^t  <rf  the  faimei^  we  never  had  any  complaint  about 
the  tax-exempt  bond? 


202 


£^£I)£BAL  FAAM  LOAN  A€T. 


Mr.  Manson.  Mr.  C<nrey,  you  made  some  r^erence  to  the  farm  mortgage  bankers? 

Mr.  Corey.  Yes. 

Mr.  Mansox.  From  what  you  know  of  the  agitation  lor  the  amendment  to  the 
Constitution  for  tax-exemption,  is  it  not  your  ofjinion  that  if  farm  mortgage  bonds 
were  exempted  from  the  operation  of  that  amendment  the  agitation  for  it  \\'ould  cease? 

Mr.  Corey.  Well,  I  refuse  to  express  an  opinion.   I  reafly  do  not  know. 

Mr.  SmsAOAix.  You  expressed  me  opinicm  that  they  are  getting  the  advantage 
novr  of  a  low  rate  of  interest  by  virtue  of  that  exemption.  There  is  not  any  question 
about  that,  and  this  talk  about  taxing  the  bondholder  by  amendins:  the  Couptitution 
is  utterly  baseless,  then,  is  it  not,  according  to  your  tneor>'?  In  oher  worrds,  the 
benefit  goes  to  the  borrower  and  not  to  the  man  who  is  makiug  the  loan.  There  is 
no  question  about  that? 

Mr.  Corey,  1  think  so. 

Mr.  Mansok.  The  bondholder  is  paying  the  tax  in  the  lower  rate  of  return  and  the 
farmer  is  getting  the  benefit  of  it? 

Mr.  CoRBT,  There  is  no  doubt  about  that.  I  did  not  intend  at  all  to  get  into  a 
discussion  of  that. 

Mr.  Manson.  These  fellows  in  Congress,  as  a  rule,  Mr.  Corey— the  men  who 
fought  at  every  point  to  relieve  the  wealthier  cla^'^.  of  their  surtaxes  and  their  exoi^-^s- 
profits  taxes,  and  all  that  sort  of  tliiMi:-  -ar(*  the  very  crowd  t^uit  are  tiow  clanioriu^i 
for  an  anioiidment  that  will  enable  the  Federal  Government  to  tax  these  lH)ialiiulders, 
who  are  carrviug  tlie  tax-exempt  securities.    They  are  after  them  now  good  and  hard. 

Mr.  Stevenson.  To  come  to  Uiis  section  you  are  considering,  on  page  5,  I  want  to 
get  a  little  light,  because  I  want  to  vote  intelligently.  You  are  considering  section  2. 
On  page  5  it  says:  **In  voting  under  this  section" — ^that  is,  for  the  election  of  these 
three  directcoB— "each  association  shall  be  entitled  to  cast  a  number  of  votes  equal 
to  the  total  voting  strength  of  the  stockholders  in  association  meetings,"   What  i<  ihat  \* 

Mr.  Corey.  Total  voting  strength  -each  borrower  has  5  per  cent  of  the  amount  of 
his  loan  in  stock,  except  that  no  borrower  can  A'ote  more  tlian  20  sliares. 

Mr.  Stevenson.  And  the  association  then  can  vote  as  many  shares  as  each  boi  rower 
has? 

Mr.  Corby.  That  is  right,  with  the  limitation  that  shares  to  any  one  

Mr.  Stevenson  (interposing).  Then,  **and  each  borrower  through  agencies  shall 
be  entitled  to  cast  1  vote  for  each  duure  of  stock  held  by  him  in  the  Federal  land  bank, 
not  exceeding  20  diares."  That  puts  the  stockholders  then  all  on  equality  :  that  is 
what  I  wanted  to  get  at*  I  was  not  sure  about  thearranganenta*  That  is  all  I  wanted 
to  ask  you  about. 

Mr.  Cokey,  (ientlenien,  in  spite  of  the  agitation  of  the  opponents  of  the  bill  by 
circular  letters,  etc.,  against  the  provisions  of  the  permanent  organization  of  the 
l^'ederal  land  banks.  1  can  say  absolutely  so  far  as  1  know  sea'etary-treasurers  they  are 
not  at  all  concerned  in  this  so-called  attempt  to  preserve  their  right  to  elect  a  control 
of  the  Federal  land  banks.  They  know  just  as  well  as  we  know  that  the  important 
thing  to  them  and  to  their  ne^bors  is  the  impressing  of  the  bond-investing  public 
all  the  time  with  the  solvency  and  safety  of  these  securities. 

I  recognize  that  in  perhaps  most  of  the  Federal  land  bank  districts,  if  the  stock- 
holders were  allowed  to  elect  the  directors  tliey  probably  would  elect  the  present 
directors;  I  have  no  doubt  that  S»0  per  cent  of  iha  stockholders  in  my  ])articular  district 
would  elect  the  present  executive  committee  of  that  district.  But  it  is  not  so  much  a 
question  of  wliat  might  take  place  there.  We  know  how  nervous  the  bond  market  is, 
and  the  bond  investor  is  apecualting  on  what  might  happen  in  a  particular  district 
where  he  thinks  he  can  see  that  a  particular  radical  crowd  might  take  control  of  the 
banks. 

X  go  now  to  the  third  section,  the  central  Federal  land  bank  provision,  and  call  your 
attention,  first,  to  the  first  paragraph  of  section  13  of  the  original  act,  which  providers 
that  '*every  Federal  land  bank  shall  have  powca-  to  issue,  subject  to  the  appro\al  of 
the  Federal  Farm  Loan  I^ard,  and  to  sell  farm  loan  bonds  of  the  kind  authorized  in 
this  act,  to  buy  the  same  for  its  own  account,  and  to  retire  the  same  at  or  l)efore  ma- 
turitv  " 

The  last  paragraph  of  section  12  provides:  "Funds  tranfflnitted  to  Farm  Loan  Aaso- 
ciations  by  Federal  land  banks  to  oe  loaned  to  its  members  shall  be  in  current  funds 
or  farm-loan  bonds,  at  the  option  of  the  borrower." 

You  will  find,  if  you  examine  the  farm  loan  act  carefully,  that  there  is  no  pro- 
vision under  the  terms  of  the  act  authorizing  the  Federal  Farm  i.oan  Board  to  con- 
stitute itself  a  central  bond  issuing  and  bond  mar  keting  orgaiiizatioii:  and  since  the  first 
bond  was  issued  ])V  the  Federal  farm-loan  system,  the  Federal  P  arm  Loan  Board 
has  adopted  tlie  policy  ot  grouping  these  bond  issues  and  marketing  them  as  a  selling 
organization.    1  think  there  is  no  doubt  that  tlie  original  theory  of  the'Federal  farm- 
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loan  act  was  that  as  a  particular  land  bank  closed  a  ])unch  o!  loans,  after  they  had 
been  approved  by  the  Farm  Loan  Board,  that  they  should  bunch  those  securities 
tocether  that  they  should  issue  l)onds  against  them,  and  that  the  particular  land 
banks  had  the  right  to  go  out  and  market  those  bonds.  I  think  there  is  no  doubt 
about  that.  As  a  practic^al  proposition,  we  must  recognize  that  legislation,  no  mfwW 
how  wod  its  fruits  are,  is  ofttimes  dependent  upon  the  wise  adimni^tion  of  the 
Icgiblatiou.  As  a  practical  propoffltion  it  was  the  judgment  of  the  Federal  Farm 
Loan  Board  that  they  should  market  these  bonds  by  the  group-seUiog  ptooesB  that  has 
been  followed  ever  since  the  first  bond  was  marketed. 

Let  me  tell  vou  several  reasons  why  this  became  absolutelv  necessary: 

In  the  first  place,  it  takes,  roughly,  perhaps  from  30  to  60  days  to  close  the  loans. 
No  P'ederal  land  bank  can  send  out  a  bunch  of  applications,  take  those  a^jplic-ations, 
appro^•e  them  and  promise  the  money  to  the  borrower,  unless  he  knows  m  advance 
that  he  is  going  to  have  the  money  to  take  care  of  his  commitments.  This  made 
absolutely  necessary  that  from  lime  to  time  the  Federal  land  bank  presidents  should 
meet  witJi  the  Rmn  Loan  Board,  and  that  they  should  as  nearly  as  possible  from 
their  experience  in  the  past,  and  from  the  general  credit  situation  iii  their  particular 
tenitorv,  and  the  agricultural  wealth  of  the  territory,  that  they  should  determine 
as  nearly  as  they  could  the  volume  of  money  that  would  be  required  for  that  par- 
ticular bank  up  to  the  time  the  next  bond  sale  was  to  be  coiiducted  So  that  made 
necessary  this  group  selling.  That  has  been  done  unofficially.  Each  time  th^ 
the  Federal  Farm  Loan  Board  markets  these  bonds,  they  ask  aU  of  the  Federal  land 
banks,  because  of  the  intent  of  the  law  that  each  Federal  hmd  bank  should  have 
the  power  to  market  its  own  bonds;  the  Federal  Fafm  Loan  Board  aalced  them  for 
special  authority  by  resolution  to  market  these  bonds.  ,  „    .  „  a 

^he  present  system  of  marketing  is  the  system  which  was  successfully  followed 
in  all  the  Liberty  bond  issues,  and  while  I  profess  to  know  nothing  about  the  bond 
business,  the  results  have  been  so  satisfactory  that  I  am  sure  the  practice  ought  to 
meet  with  the  approval  of  Congress.  ,  .„  .  ... 

Mr.  STRONCi.  Is  it  not  true  that  the  provisions  of  this  blU  do  noUung  nwoe  tban 
authorize  a  continuance  of  the  practice  that  now  exists? 

Mr.  Corey.  It  amounts  to  that,  Mr.  Strong.  The  intent  of  this  bill,  gentlemen, 
is  to  legalize  as  nearly  as  possible  the  present  practice  of  the  board,  with  this  ditference, 
however:  Now  the  Federal  Farm  Loan  Board  accepts  the  responsibility  icjr  the  makmg 
of  a  baigaiu  for  the  sale  of  these  big  group  issues  of  bonds.  This  bill  in  a  measure 
restores  the  fundamental  thought  of  the  original  farm  loan  act,  m  that  it  provides 
that  the  bond  issuing  and  the  bond  selling  organization  is  to  be  constituted  by_^ com- 
bining the  presidents  of  the  12  Federal  land  banks.  It  is  a  recognitwn  of  the  on^n^ 
provisions  of  the  act,  with  the  addition  of  what  practical  expraience  has  demonstrated 
IS  necessary,  that  they  should  group  their  bonds  and  have  one  short  selling  campaign. 

Mr.  Steono.  It  also  has  another  advantage,  ha»  it  not,  in  briBging  about  the  lasu- 
aiice  of  a  single  standard  bond? 

Mr.  Corby.  Yes.  .   .       ,  ,  .  ,      i  . 

Mr  Strong.  AMiich  can  not  be  discriminated  against  by  the  State  legislatures. 

Mr  M\Nsox.  Mr.  Corev.  would  a  law  such  as  they  have  m  Massachusetts  anci  Aew 
York  which  pio\  i(l<>s  that  the  savings  banks  in  those  States  may  invest  in  the  bonds 
of  the  Federal  land  l)anks  doing  busiiieos  in  the  district  in  wWch  that  Stote  is  looted--- 
would  not  the  effect  of  this  be  to  bar  this  security  issued  by  the  Federal  land  bank 
iiom  iu\  cotmcnt  in  those  States  by  those  institutions? 

Mr.  Corey.  You  mean  the  bonds  of  other  Federal  land  banks .  .  ,  ,  , 

Mr.  Manson.  Well,  the  bond  that  wiU  be  issued  here  wiU  be  by  the  cential  land 
bank? 

Mr.  Corey.  Yes.  ,    ,     ,  ,     ,   i       i  ««■ 

Mr.  Manson.  Now.  the  central  land  bank  is  not  the  land  bank  doing  busmess,  fiw 

instance,  in  New  York.  .  x  •  v* 

Mr.  Corev.  I  lliink.  and  the  governor  will  correct  me  it  I  am  not  right  m  tins, 
that  in  the  last  i)ond  sale  of  $75,000,000,  which  was  held  hist  Thursday,  the  brads 
which  were  shipped  to  the  New  EngUnd  States  were  mdiscrumnately  coUected  ftom 
all  points,  were  fliey? 

Mr.  Corby.  I  think  that  is  the  answer  right  there.  ,  ,  , 

Mr.  Manson.  AMiat  I  have  in  mind  is  this:  The  State  of  New  \ovk  has  a  .^tatuto 
which  provides  that  savings  banks  of  New  York  may  invest  in  the  boncls  of  the  1-  ederal 
land  bank  doing  l)usinoss  in  the  district  in  which  the  State  of  New  lork  is  located. 
That  is  Ihe  substance  of  their  statute.  ,     n  ototoa 

Mr  CocM'K H.  The  central  land  bank  would  be  doing  busmeas  in  all  the  States. 

Mr.  M  \  N SON .  But  the  central  Federal  hind  bank  would  not  be  a  Federal  hmd  bank 
doing  business  in  that  district. 
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Mr.  CuBEV.  1  have  uo  doubt  that  the  bonds  would  be  recogiiized  as  1^1  iuvedl- 
ments, 

Mr.  Manson.  Under  the  statute. 

Mr.  CoRBT.  There  is  no  difficulty  in  that  respect. 

Mr.  Makson.  If  there  would  be  no  difficulty  in  that  respect,  why  is  it  that  the 
State*  of  New  York  passes  such  a  statute  for  the  express  purpose  of  excluding  as  in- 
vestments of  savings  banks  the  bonds  of  Federal  land  banks  not  doing  business  in  that 
district:  in  other  words,  instead  of  admitting  all  of  your  bonds  into  New  York  for 
savings  banks  investments,  w^ould  you  not  be  barring  all  of  the  bonds  as  savings 
banks  investments  in  Xew  York  if  you  enacted  this  law? 

Mr.  Corey.  By  enaclnient  of  this  law  

Mr.  iSteagall  (interposing).  Let  me  interrupt  you? 

Mr.  CoKET.  Go  ahead. 

Mr.  Stbagall.  So  far  as  I  am  concerned,  I  would  like  to  bwr  all  of  them  if  we  are 
going  to  bar  any,  and  I  think  that  is  what  this  will  do* 

Mr.  Corey.  Absolutely. 

Mr.  Strong.  Would  it  not  rather  have  the  effect  of  compelling  the  New  York  State 
Legislature  to  lift  the  ban? 

Mr.  Steagall.  It  will  nullify  their  statute  unless  they  amend  so  as  to  invest  in 
all  bonds,  and  the  minute  that  thing  is  ever  tolerated  the  cooperative  featiure  of  your 
Federal  land  bank  system  is  destroyed,  and  it  will  destroy  the  whole  thing. 

Mr.  Corby.  That  is  the  proper  answer  to  the  whole  situation.  Of  course,  it  is  idle 
to  talk  about  the  several  FedecEJ  land  banks  marketing  their  own  bonds  

Mr.  Stevenson  .'interposing).  Mr.  Core^,  what  is  the  idea  about  that?  What  is 
the  necessity  for  rigging  up  so  much  machinery?  The  board  here  has  been  markeUng 
those  bonds  and  has  been  doing  it  successfully. 

Mr.  Sticagall.  And  Ave  have  properly. 

Mr.  Stevenson.  Properly.  Why  can  not  the  law  be  simph  amended  author- 
izing and  directing  that  they  sell  all  of  the  bonds  and  that  they  be  designated  as  Federal 
Fai  in  Loan  Bonds  and  be  the  obligations  of  all  the  banks  in  the  system? 

Mr.  CoEEY.  I  like  this  present  amendment  better  than  the  one  you  surest,  because 
I  believe  that  the  responsibilty  of  the  marketing  of  the  bonds  should  be  placed  upon 
the  head  of  the  12  Federal  land  banks.  They  know  the  needs,  and  they  should  assume 
the  responsibility  for  their  several  banks  in  pooling  the  bonds  with  the  other  banks, 
and  that  is  what  this  bill  does. 

Ynii  soeak  about  extensive  machiuery;  I  do  not  think  this  contemplates  any 
extensive  machinery. 

Mr.  Stkagaix.  Let  me  ask  a  question  right  there.  1  like  the  purpose,  I  do  not 
mind  <a\  ing,  sought  to  be  accomplished  by  this  amendment.  1  do  not  think^  it 
brings  any  substantial  change  in  tne  practice  now  under  way^hich  I  agree  with 
Mr.  Stevenson  is  veiy  proper  and  being  very  wisely  handled.  Why  is  it  practicable 
for  the  presidents  of  the  12  land  banks  to  maintain  a  central  organization  in  Washington , 
where  each  of  those  presidents  is  supposed  to  transact  official  business?  Will  it  not 
entail  unnooessarv  expense,  and  is  it  not  cumbersome  from  the  point  of  convenience, 
on  account  of  the  distance  of  the  various  land  banks  from  that  central  office  in  Wash- 
ington? 

Mr.  Corey.  I  think  not  at  all. 

Ml .  Steagall.  Would  it  not  necessitate  the  presence  in  Washington  of  the  presi- 
dents of  the  various  12  land  banks  at  frequent  intervals? 

Ifc.  Corey.  The  offerings  of  bonds  occur  about  three  or  foiu-  times  a  year,  and  prior 
to  the  offeaxDg  of  any  issue  of  bonds— well — or,  let  me  put  it  this  way,  that  at  least 
three  or  four  times  a  year  the  presidents  are  called  into  conference  anyway  in  Wash- 
ington mth  the  Farm  Loan  Board. 

Mr.  Steagall.  Do  you  not  think,  if  we  amend  the  law  as  provided  in  the  various 
sections  of  this  bill,  that  we  will  see  a  great  expansion  of  the  business  of  the  banks 
and  a  large  increase  in  the  amount  of  loans  invohing,  of  course,  a  large  increase  in  the 
amount  of  bonds  offered  and  a  more  frequent  issue  of  bonds? 

Mr.  Corey.  Your  first  statement  is  ccnec(r-4hat  this  will  expand  the  bumness  by 
enabling  them  to  serve  more  feurmers. 

Mr.  Steagall.  You  would  not  contemplate,  if  this  bill  is  enacted  in  its  entirety, 
that  there  would  be  only  three  or  four  bond  issues  over  a  year,  would  you? 

Mr.  Corey.  There  might  be  only  three  or  four  bond  issues  in  a  year.  Perhaps  the 
amounts  would  be  larger.  The  board  could  have  just  as  easily  marketed  $50,000,000 
more  of  bonds  in  the  last  bond  sale  above  the  $75,000,000.  The  market  was  not 
saturated  at  all.  , 

Mr.  Steagall.  It  would  not  be  the  practice— at  least  not  likely  to  be  the  practice, 
would  it,  to  issue  bonds  for  funds  to  be  used,  spreadingo  vera  period  of  90  days,  wotdd 
it? 
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Mr.  CoBEY.  Yes;  ordinarily  that  is  done  now. 
Mr.  Mansok.  That  is  vrbai  is  done  now. 

Mr.  CoEBY.  There  is  an  average  of  only  about  three  offerings  per  year  now. 

Mr.  Steagall.  We  are  just  fretting  started  noAv,  you  know.  "We  just  gi^t  to  iroing 
good  right  lately,  and  1  should  think  with  the  volume  of  business  thai  would  be  done 
and  the  amount  of  bonds  that  would  be  issued  in  a  cmnde  of  years  under  the  eilecte  of 
this  bill  they  would  l)e  selling  l)un(is  oxary     da>  s  practically. 

Mr.  Cooper.  Mr.  Steagall.  if  y<m  will  let  me  answer  that:  We  make  an  issue  of 
bonds  to  cover  the  needs  of  the  baukri  for  three  mouths.  That  is  based  upon  the  sale 
of  bonds  during  the  previous  three  months,  and  then  we  always  have  to  take  care  of  the 
increase  of  that  pmod.  At  the  end  of  that  period  we  know  tiien  what  will  be  needed 
for  the  next  tbree  or  four  months. 

Mr.  Steagall.  Your  last  issue  was  $75,000,000,  was  it  not? 

Mr.  Cooper.  Yes. 

Mr.  Steagall.  Suppose  that  voiir  business  should  increase  to  §100.000.000  a  month, 
and  so  that  you  would  have  to  market,  say,  $250,000,000  to  .^300,000,000  of  ijonds, 
you  would  not  l)e  prepared  to  offer  those  in  lots  of  a  hundred  millions  instead  of  such 
large  quantities;  you  would  be  a  little  afraid  to  rush  on  the  market  a  quarter  billion 
dollars  of  bonds  at  one  time,  it  would  occur  to  me. 

Mr.  CooPBB.  Ji  we  ever  get  to  wh^  the  market  will  not  ^hoath  mem  than  a  month's 
supply,  and  they  reach  the  market  limit— they  will  take  on  three  months'  mpfiy 
anyway;  they  would  take  on  $150,000,000  right  now  at  one  time 

Mr.  Corey.  Another  thins:  has  been  suggested  which  I  think  ought  to  l)e  corrected. 
There  never  has  been  any  denial  to  the  Federal  land  banks  of  the  opportunity  to 
take  as  manv  of  the  various  issues  as  they  want  to  market  over  the  counter  in  their 
particular  districts:  in  fact,  in  19] for  aliout  five  months  the  Federal  land  banks  were 
invited  to  try  out  the  suggestion  ou  the  part  of  a  number  of  Federal  land  bank  presi- 
dents that  they  go  ahead  and  market  their  bonds.  I  took  the  responsibility  of  en- 
deavoring to  do  that  in  the  Omaha  district,  and  I  employed  some  high-class  men  to 
go  out  and  endeavor  to  market  our  quota  of  the  bonds.  We  scarcely  paid  expenses. 
That  district  which  has  24  per  cent  of  the  agricultural  land  values  of  the  Nation  can  not 
absorb  any  fair  percentage  of  the  bonds  necessor^^  for  loaning  purposes  out  there. 
But  wherever  the  banks  want  to  take  any  particular  quota  of  a  particular  issue  they 
have  always  been  at  liberty  to  do  so  and  to  make  whatever  prolit  they  could  out  of  it. 

The  next  section:  That  is  the  amendment  which  provides  "to  liquidate  indebted- 
ness of  the  owner  of  the  land  mortgaged."  This  does  not  enlarge  the  purposes  for  which 
debts  may  be  created,  but  makes  it  possible  for  the  former  weady  in  debt  to  substi- 
tute for  ms  preset  probably  short-term,  high-rate  debts  a  long-time  amortized  loan. 
It  does  not  matter  how  improvident  the  farmer  may  have  been,  he  is  entitled  to  the 
ben^t  of  the  security  he  offers,  just  as  the  business  man, who  perhaps  has  been  no  less 
improvident  during  the  inflation  period  than  the  farmer,  knocks  successfully  at  the 
doors  of  the  commercial  bank,  asking  it  to  take  care  of  his  business  mistakes.  No 
restriction  whatever  is  placed  on  such  a  borrower  through  the  joint-stock  land  banks. 
Whv  shoidd  there  be  a  restriction  placed  upon  the  borrower  through  the  Federal  land 
bank? 

lff#,  SiiiONO.  It  has  been  smgested  here  by  some  members  of  the  committee  tiiat 
to  msct  that  provision  of  the  Ml  into  law  would  doable  farmers  to  go  out  and  buy 
oil  stocks  and  limouflines  and  things  like  that  that  they  do  not  think  are  beneficial 
to  forming,  and  then  use  this  system,  which  ia  aasigned  to  promote  thB  interests  of 

agriculture,  to  liquidate  the  debt. 

To  my  mind,  I  think  the  farmer,  no  matter  how  foolishly  he  may  have  gotten  in 
debt,  ought  to  be  allowed  to  use  this  system  to  amortize  and  pay  it  off,  as  long  as  he 
furnishes  the  seciurity.  But  some  members  of  the  committee  do  not  agree  with  me, 
and  1  wish  you  would  give  us  the  benefit  of  your  opinion. 

Mr.  GoLDSBOBOuoH.  Do  you  think  he  ought  to  use  a  Government  system  whOTe 
the  bonds  are  sold  free  from  taxes  for  that  purpose? 

Mr.  Stbono.  The  joint-stock  land  banks  have  the  same  tax-free  exemption,  and 
they  are  allowed  to  do  it.  Why  should  a  private  instUutJon  be  allowed  to  make 
those  loans  but  the  Federal  farm  loan  banks  not  be  allowed  to  do  so? 

Mr.  (ioLDSBOROuGH.  I  do  not  know  that  the  other  banks  would  be  allowed  to  do 
it;  the  joint-stock  land  banks. 

Mr.  Strong.  I  am  only  trying  to  get  the  farmers  who  borrow  under  the  Federal 
Farm  Loan  system  the  same  privileges  that  oih&t  dasses  get  in  this  oountry. 

Mr.  GoLDSBOBouoH.  You  will  have  1^  situation  in  tibis  country.  These  city 
dwellers  will  come  in  and  want  the  same  sort  of  a  system  for  apartm^t  houses  and 
everythii^g  else  that  is  built  in  these  cities.   We  cannot  disciiminate. 

Mr.  Steong.  I  was  only  taking  up  the  controversy  in  behalf  of  agriculture  and  I 
$m  going  to  ask  Mr.  Corey  if  he  could  suggest  an  amendment,  as  I  asked  Mr.  Lever 
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to  do,  whidi  would  let  the  farmer  now  in  debt  have  an  opportunity  to  use  tiiiB  system, 
and  yet  not  encourage  him  to  go  into  wild  speculation  witb  the  iatratum  of  bonowing 
ixmi  the  system. 

Mr.  Cobby.  It  is  well  to  remember  in  that  connection  that  this  does  not  enlarge  the 
purposes  for  which  tlie  loans  may  be  made,  in  that  it  does  not  enlarge  the  purposes 
where  the  debt  has  not  already  been  created.  That  is  the  answer  to  the  suggestion 
of  some  who  suggest  that  it  practically  abolishes  a,  b,  and  c  of  that  section. 

Section  (d)  makes  it  possible  for  the  man  already  in  debt— it  is  probably  a  high- 
interest  bearing  debt.  Section  (d)  makes  it  possible  for  the  men  to  liquidata  that 
indebtedness,  and  oui'  theory  of  that  is  that  if  a  man  has  a  debt  on  the  farm  liial  he 
ou^t  to  be  allowed  to  liquidate  it. 

The  tax-ex^pt  proposition  is  not  particularly  applcable,  because,  as  Congressman 
Strong  suggests,  he  can  get  the  same  tax-exempt  security  benefit  out  of  the  josnt- 
stock  land  bank  if  he  is  compelled  to  go  into  the  joint-stock  land  bank  system. 

Then  I  think,  too,  Congressman,  it  is  hardly  fair  to  take  the  exceptional  case  where 
the  man  by  subterfuge  goes  out  and  borrows  money  from  a  l)anker  for  an  illegal  pur- 
pose under  the  law  and  say  that  this  is  going  to  be  the  general  rule. 

Mr.  GoLDSBOROUGH.  If  there  is  no  general  necessity  lor  it,  if  It  is  not  generally 
done,  then  there  is  certainly  no  necessity  for  amending  the  law. 

Mr.  CoBKT.  I  sav  th^  is  a  genml  necessity  for  it.  But  the  complaint  has  been 
that  he  might  get  it  for  a  wrongful  purpose,  for  a  debt  not  ahready  created,  by  going 
out  and  d^Qg  the  thing  that  he  could  not  declare  as  a  proper  purpose  under  a,  b,  and  c. 

Mr.  GoLPSBORoroH.  Do  you  not  think,  as  a  matter  of  fact,  that  the  present  law  is  a 
very  wholesome  restraint  u]>on  the  farming  community,  and  that  it  is  undertaking 
to  use  what  amounts  to  a  governmental  agency— to  keep  liis  operations  witliin  the 

limits  of  agricultme?  .1.1 

Mr.  Corey.  I  cannot  agree  that  this  particular  proviaon  is  a  wholesome  reetramt. 
This  farmer,  Mr.  Congressmim,  who  had  this  btirden  of  debt  borrows  of  a  country 
banker,  who  made  the  same  mistake  the  farmer  did,  believing  that  farm  prices  were 
going  to  remain  high,  and  extended  an  almost  unlimited  credit  to  this  farmer  on  short 
term  paper.  That  farmer  has  got  that  Idgh-interest  debt.  Deflation  came  on.  It 
precipitated  deflation  that  ruined  the  farmer.  He  has  got  that  debt  to  pay.  Why 
force  him,  no  matter  if  he  did  make  a  mistake,  to  pay  a  high  interest  charge  upon  that 
debt.    Whv  not  let  lum  amortize  it  over  a  period  of  years  at  a  low  rate  of  interest? 

Mr.  I'oopER.  Have  you  seen  any  difference  in  letting  that  farmer  who  is  already 
in  dehty  who  incurred  tbe  debt  for  a  foolish  purpose,— where  is  the  jurtice  in  allowing 
him  to  amortize  his  indebtedness  and  save  nis  nome  and  allowing  some  other  person 
to  buy  that  same  farm  under  foreclosure  aiid  borrow  from  the  Fam  Loan  System  to 

consumate  the  de^?  1    .    1  i-/^  v-  1, 

Mr.  GoLnsBOROXJCrH.  There  is  every  possible  psychological  difierence  which,  to 
my  mind,  is  the  most  important  thing  about  the  whole  situation,  that  is,^  the  restraint 
which  the  present  law  imposes  upon  the  farmer  and  upon  the  scope  of  his  operations, 
upon  his  mental  attitude.  You  do  not  destroy  that  psychological  situation  simply 
because  the  mortgage  is  foreclosed  and  somebody  else  buys  the  farm  who  has  to  use 
this  system, 

Mr-  CoRBT.  I  am  not  going  to  take  tiie  liberty  of  suggesting  the  amendment,  but 
what  would  you  think  of  this,  Congressman,  to  meet  the  situation,  which  I  tbmk 
Congressman  Wingo  suggested?  Suppose  that  you  amended  the  law  to  read: 

'*To  liquidate  indebtedness  of  the  owner  of  the  land  mortgaged,  which  indebted- 
ness was  contracted  at  least  one  vear  prior  to  the  date  of  the  application.'' 

That  certainly  would  prevent  the  use  of  the  system  for  the  creation  of  a  new  debt 
for  an  illegal  purpose,  would  it  not? 

Mr.  GOLDSBOROUGH.  Personally,  I  am  unalterablv  opposed  to  me  use  of  this 
^stem  for  any  other  purpose  except  the  purpose  tot  wMch  it  was  onginally  uttended. 
llmt  is  my  view  about  that.  ,     .     .  .  ^ 

Let  him  go  and  get  his  credit  mmsmhem  eke  and  ncKt  get  ^  from  this  govern* 

mental  agency.  ^  -  •  .  .   i  i  j 

Mr.  Cobby.  He  is  getting  it  through  one  governmental  agency,  the  jomt-stock  land 

banks 

MrrGoLDSBOROUGH.  Then  if  the  joint-stock  land  banks  are  wrong,  let  that^be 
corrected .  13ut  the  mere  fact  that  you  have  got  one  wrong  in  it  does  not  justify  havii^ 

two  wrongs,  _  ^-juxj 

Mr  Steong.  What  iswros^  about  it?  Here  is  the  farmer  who  has  got  mdebt  and 
whoisaproducw.       him  lanwtissehk  loan  under  this  qmt^  Wbitiawz^  about 

it;  who  IS  hurt.  .   ,    .  ,    . .   xi       ^    ^  i 

Mr.  GoLDSBOROUGH.  It  is  not  the  question  ot  who  is  hurt  m  the  individual  case. 

Mx.  Stbong.  You  say  having  one  wrong  does  not  justify  having  two  wrongs. 
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Mr.  GoLDSBOROUGH.  It  is  not  a  question  of  wlio  is  hurt  in  tbe  individual  case.  Of 
course,  nobody  is,  because  somebody  has  benefited.  But  what  we  do  not  want  and 
what  I  do  not  want  is  to  see  this  system  absolutely  destroyed,  and  that  is  what  is  going 
to  happen. 

llr.  Strong.  How  can  that  destroy  it? 

Mr.  Goij>SBOBOiT0H.  It  destroys  it,  because  you  are  taking  away  one  of  the  most 

meritorious  features? 
Mr.  Stbono.  What  is  that? 

Mr.  GOLDSBOROUGH.  Why,  letting  these  loans  be  made  for  strictly  agricultural 
purposes,  in  which  the  whole  country  is  benefited ;  and  you  are  making  your  system  a 
target  of  attack  by  interests  who  are  opposed  to  it  an>^ay. 

Mr.  Strong.  Mr.  Goldsborough,  does  it  not  carry  out  the  very  foundation  or  prin- 
ciple for  which  the  farm  loan  system  was  established,  when  you  help  the  farmer  in 
debt  to  amortize  his  loan  and  go  on  continuing  to  be  a  producer?  H^  is  a  farmer  who 
is  in  debt;  he  is  a  good  producer;  be  has  placed  a  mortgajg;e  on  his  &urm.  You  say  to 
him,  *'You  can  not  come  under  this  system  and  amwtize  your  loan  and  pay  it  out/' 
If  you  do  let  him  pay  it  out,  he  will  continue  to  be  a  pral|icer.  But  if  you  refuse  him, 
he  may  have  his  mortgage  foreclosed . 

Mr.  GoLDSBOROUGH.  Wc  are  not  here,  as  I  undei:stfiji4  it,  in  this  Cpngress,  to  enact 
laws  to  cover  any  individual  case. 

Mr.  Strong.  I  can  not  see  any  difference  as  to  the  benefits  of  agricultm^al  production, 
whether  vou  loan  money  for  a  farmer  to  buy  a  form  or  whether  you  loan  money  to  a 
farmer  who  is  in  debt  to  keep  it. 

Mr.  GoLDSBOBOuoH,  You  do  not  think  it  is  any  benefit  for  the  agric  ultiualist  to 
understand  thoroughly  that  the  only  way  he  can  borrow  money  through  this  govern- 
mental agency  is  to  tend  to  his  farming  business  and  ^eep  dear  of  wild  ventures.  You 
do  not  understand  that;  it  is  not  ciev  to  yott? 

Mr.  Strong.  Yes,  sir. 

Mr.  Goldsborough.  It  is  perfectly  clear  to  me. 

Mr.  Strong.  It  is  perfectly  clear  to  me  also.  And  I  can  not  see  the  difference 
between  saying  to  a  fiumer  who  has  not  money  enough  to  buy  a  ferm,  '*We  will  let 
you  have  half  the  money";  and  saying  to  the  farmer  who  has  mortg^iged  his  farm 
for  half  its  value,  "We  will  let  you  amortize  your  debt  and  pay  that  money  off." 
What  is  the  difference  in  permitting  a  loan  to  a  farmer  who  wants  tp  buy  ft  wm  or 
one  who  wants  to  keep  a  farm.   That  is  what  I  can  not  see. 

Mr.  Manson.  Mr.  Chairman,  I  think  I  might  make  a  suggestion  there.  It  seems 
to  me  if  this  section  were  amended  by  adding  to  it  as  it  stands  **incurred  expense  by 
operation  of  the  farm  by  the  owner, ' '  that  that  would  take  in  the  largest  class  of  farmers 
who  have  got  into  debt  during  the  agricultural  operations,  althou^  Hie  debts  were 
m&t  incuamd  for  one  of  the  purposes  f^  which  loans  can  now  be  made;  in  other  wovds, 
using  agricultural  opetftticms  in  the  larger  sense.  It  seems  many  of  them  have  gotten 
into  debt  becauie  tlie[y  mistakenly  held  their  crop  when  they  had  bettor  have 
disposed  of  it. 

Mr.  Strong.  Here  is  the  case.  Suppose  the  man  put  the  mortgage  on  his  farm 
for  some  purpose  foreign  to  agriculture  and  has  to  sell  it,  and  he  sells  it  to  a  man  who 
wants  to  mortgage  it  for  the  present  indebtedness.  Should  he  not  be  allowed  to  do 
80  under  this  system? 

Mr.  Manson.  I  am  not  attempting  to  pass  judgment  on  that.  It  is  enlarging  the 
aoope  of  the  system  very  laigely. 

Mr.  Strong.  I  would  like  to  take  care 
ifho  want  to  come  under  this  system. 

Mr.  Goldsborough.  The  difficulty  about  that,  as  I  see  it,  is  this,  that  when  you 
take  care  of  a  man  to  the  extent  that  you  inflate  his  credit,  whether  you  are  doing 
him  any  permanent  good  or  not,  I  do  not  know,  I  doubt  it  very  much.  There  has 
been  a  good  deal  of  that  going  on  in  the  last  two  or  three  years. 

Mr.  Strong.  I  do  no  think  you  would  hurt  the  good  farmer  much  by  inflating  his 
credit,  because  you  did  hhn  so  much  damage  by  draating  it. 

Mr.  OoEET.  Now,  referring  to  the  section  providing  for  the  appointment  of  agents — 
the  preset  agency  provision  

Mr.  Strong  (interposing).  I  did  not  mean  to  address  that  to  yx>u,  Mr.  Goldsborough. 
I  mean  the  public  at  large. 

Mr.  Goldsborough.  Oh,  no;  I  know  you  did  not  mean  it  personally. 

Mr.  Corey.  Referring  to  the  agency  provision  as  it  is  now  in  the  Federal  farm 
loan  act:  No  agency  can  be  created  except  tho  agency  be  a  bank,  trust  company, 
or  farm  mortgage  company. 

This  agency  is  also  required  to  indorse  the  loan  asmd  become  liable  for  the  d^ult 
of  the  mortgagor.  The  mere  stotenant  of  the  provioonB  erf  Ihe  present  act  itsdf 
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affords  answer  to  the  reason  that  this  agency  provision,  to  be  workable,  must  be 
amended,  because,  as  you  know,  the  average  banky  trust  company  and  farm  mortgage 
company  for  the  small  amount  of  compensation  involved,  o\  en  thou^  it  were  per- 
mitted to  do  so  by  the  laws  of  the  State  or  the  National  banking  act>  would  not  in- 
dorse such  loans. 

There  are  these  conditions,  gentlemen,  whieh  make  this  agency  provirion  necessary. 
1  "will  recite  them  briefly.  ])ecause  they  have  l)een  covered  quite  fully: 

First,  the  agsociationa  do  not  seek  to  serve  outside  fanners,  that  is,  some  of  them  do 
not.  All  association  like  the  association  which  Mr,  Mornin  here  of  Cedar  Falls,  Iowa, 
represents  will  continue  in  existence,  no  matter  how  many  agencies  are  appointed* 
He  has  made  through  that  association  $1,200,000  of  loans,  m  many  other  parts  of 
State  of  Iowa  and  uuroughout  the  rest  of  the  district  they  are  not  active  like  his  asso- 
ciation is;  they  are  not  serving  the  farmers;  they  are  making  no  effort  to  sers'e  them, 
and  for  such  a  secretary-treasurer  or  for  such  an  association  "we  want  to  be  able  to  put 
an  agency  alongside  the  association  to  serve  the  farmers,  not  no^v  being  served. 

Then  in  some  parts  of  the  district  it  has  been  found  rather  impracticable.  For  some 
reason  individual  farmers  ^visIung  to  borrow  have  not  been  able  to  get  the  10  fanners  in  to 
fotm  an  association. 

It  is  contended  that  the  provision  for  liquidation  of  associations,  of  which  I  did  not 
speak  particularly,  and  the  appointment  of  agents — ^that  if  those  provisions  are  in- 
corporated in  the  act  there  will  be  no  associations  in  less  than  two  years.  Tliere  Will 
be  i)lenty  of  associations.   However,  if  the  associations  are  not  any  more  Suthful  in 

attending  the  meetings  than  they  haA^e  been  in  the  past,  there  would  not  be  any  more 
than  10  per  cent  li([nidate,  exen  though  they  thought  it  was  to  their  advantage  to 
liquidate.  All  of  the  associations,  gentlemen,  which  want  to  continue  in  business 
will  continue  in  business,  because  they  liquidate  only  upon  two-thirds  vote  of  the 
stockholders.  There  is  nothing  compulsory  as  to  liquidation  on  tliis  at  all. 

Then  another  condition  has  arisen,  and  this  is  true  in  a  good  many  associations, 
unfortunately,  not  so  much  in  mv  district,  t>&rhap6,  as  in  sOtne  ol^r  districts.  It  is 
unfortunately  true  that  the  dividends  declared  by  the  Federal  land  banks  ofttimes 
have  not  reached  the  individual  borrower;  they  have  been  absorbed  in  association 
expenses,  etc  If  an  association  in  view  of  that  situation  wants  to  operate  through  an 
agency  provii-ion,  why  should  not  they  be  perinitl  ed  to  do  so?  If  i  ii  the  judgment  of  the 
farmers  they  -an  Ijest  serve  their  own  iuterens  and  best  serve  the  needs  of  the  men 
not  yet  nieini>ers  of  the  association,  or,  rather,  not  yet  borrowers  from  the  system,  if 
in  their  judgment  they  can  best  ser\e  them  thi'ough  agencied  rather  than  associations, 
why  should  they  iiot  beperinitted  to  do  fio? 

Mr.  GoLDShoRouGH.  Whv  can  not  the  brigihal  act  be  jUst  amended  in  a  iew  wends  to 
take  care  of  situations  of  that  kind?  ^ 

Mr.  Strong.  HaVe  you  something  tO  suggest,  Mr.  Goldsborough? 

Mr.  GoL!;8HORornH.  No,  sir. 

Mr.  CoHrv.  I  reacli  now  the  last  proAision  suirgested  by  these  amendments. 

Gentlenieu.  .-^o  U:r  as  this  last  provisio]\  is  concerned,  i'l  the  first  year  of  experience 
the  Federal  land  bajiks  and  the  Farm  Loan  13oard  and  the  Fed(;rai  land-bank  presi- 
dents determined  that  the  system  was  not  functioning  adequately  for  American 
i^riicultiu^,  because  in  the  firist  annual  report  the  Farm  Loan  Bbard  recommended 
that  the  loan  limit  be  increased  from  $10,000  to  $25,000. 

IChere  is  this  class  of  men — I  think  everJrbcKly  upon  this  committee  will  agl^e 
ought  to  be  served — ^tliat  everj-  average  farmer  operating  a  standard  or  average  farm  or 
ranch  unit  ought  iu  \>o.  permitted  to  become  members  of  this  Federal  land  bank  system. 
The  Federal  ieser\  c  system  does  noi  seek  to  make  a  system  composed  of  weak  l)auks. 
but  it  affoi'ds  the  opportunit>'  to  the  strong  Imnks,  as  well  as  to  the  weak  banks,  to 
become  menii)ers  of  that  system.  You  cannot  build  up  a  farm  loan  system  which 
shall  endure  pernianently  which  is  based  upon  the  smaller,  weaker  securities  in  the 
nation. 

It  has  heen  suggested  that  we  are  particularly  ihterested  in  the  Com  Belt  former,  and 
the  question  was  asked  here  sometime  during  the  course  of  tiie  hearing,  or  the  sug- 
eratlon  made,  "Well,  let  the  other  farm  loan  agencies  take  care  of  the  Corn  Belt 
wmer."  They  can  take  care  of  him.  liut  the  net  cost  of  taking  care  of  that  kitid 
of  a  farmer  means  a  loss  to  agriculture.  If  this  farmer  goes  to  the  joint-stock  land  bank 
to  get  his  loaji.  it  uieans,  when  consideration  is  given  to  the  diAddends,  that  he  will 
pay  approximately  one  per  cent  per  year  more  for  his  loan.  Now,  why  not  allow  the 
man  who  needs  $25,000— who  is  not  a  land  baron  by  any  maimer  of  means — to  borrow 
tibrough  this  system?  He  is  operating  the  only  kind  of  a  unit  which  can  be  success- 
fully operated  in  Illinois,  Iowa,  SoutJi  Dakota,  and  Nebraska,  and  in  some  parts  of 
Indiana  and  Wisconsin— why  not  allow  him  to  com0  in  xmAht  this  system  and  bcffiow, 
he  being  nothing  more  than  an  average  farmer? 
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Take  particularly  the  ranchman — and  this  statement  applies  to  all  of  the  ranch 
districts  €t  the  United  States;  it  applies  to  about  half  of  our  district — ^the  western 
half  of  Nebraska,  and  South  Dakota  and  the  whole  of  Wyoming;  it  applies  to  western 
Kansas,  Colorado,  Idaho,  Montana,  and  New  Mexico  and  the  other  sections  of  the 
country  which  are  known  as  the  ranch  territory  of  the  United  States.  You  say  '*Let 
the  ioint-stock  land  banks  go  there  and  take  care  of  them, "  or  yon  say  T.et  the  farm 
moilgage  companies  take  care  of  them."  Xeiihor  class  will  cfo  there  and  take  care 
oi  them:  neither  class  have  gone  there  and  neither  class  will  go  there,  except  they 
charge  an  excessi\  e  interest  rate. 

Mr.  Strong.  That  is  true. 

Mr.  Corey,  The  herds  of  western  Nebraska,  Kansas,  and  Wywrnng  and  M<mtana — 
and  I  speak  particularly  of  this,  because  we  know  of  that  situation— were  seriously 
depletea  at  the  time  of  the  deflation.  You  can  ride  for  miles  in  this  territory  now 
and  see  very  few  cattle;  and  that  has  been  the  condition  for  the  last  two  years  or  more. 
Not  to  restock  this  range  is  a  serious  ecotuMnieal  waste,  which  more  or  less  reacts  <m 
the  United  f^tate^  as  a  Xation. 

Gen' lemon,  one  of  the  greatest  needs  in  America  to-day  is  the  refinancinu"  of  the 
rattle  interests  of  the  West.  If  they  are  being  tinanced  at  all  to-day,  they  are  beinp: 
linanced  ordinarily  on  their  farm  loans  at  rates  of  interest  approximately  three  per 
cent  more  than  the  rate  at  which  they  can  borrow  those  funds  under  the  Federal 
£s^  loan  system. 

These  are  not  cattle  baroiis;  these  are  not  great  ranch  owners.  These  are  the  men 
who  a  few  years  ago  ^\  ere  homesteaders  out  there  and  who  have  gradually  added  to 
their  holdings  until  they  have  a  propor  sized  standard  economical  farm  ranch  unit; 
and  that  class  of  men  mnsi  borrow  from  .S*20,000  lo  S2o,000  to  properly  finance  them- 
selves. They  should  utilize  their  lands  for  credit  and  av<»  can  let  them  have  that 
money  at  5  or  5}  per  cent,  if  you  vriU  ojien  the  doors  to  that  class  of  l>orrowers. 

I  have  here  some  fijyures  which  are  typical  of  the  average  county  in  the  Corn  Belt 
of  the  United  States.  This  covers  Taylor  County,  Iowa,  listing  the  number  of  mort- 
pges  Amounting  to  more  than  $10,000^  filed  in  tmA  county  during  the  last  five  years, 
uiese  mortgages  running  to  insiiJKtnce  companies  and  the  companies  in  the  &rtn  niort- 
ga2:e  business.  There  were  158  of  these  mort^;«^es  filed  in  that  county,  totaling $2, 675^- 
673,  or  an  averse  of  $16,934;  covering  the  same  period  of  time  in  the  same  county 
there  were  262  loans,  each  loan  in  excess  of  810,000  filed  in  fa-\  or  of  mortfraires  other 
tlian  Easiern  loan  or  insurance  companies.  The  262  loans  totaled  $4,597,780,  an 
average  of  817,556  per  loan. 

Mr.  SruoNc.  Who  were  the  people  who  made  those  loans? 

Mr.  Corey.  Well,  they  were  local  agencies,  etc.,  but  the  complete  listing  is  of  those 
Eadttem  insurance  companies  and  so  on,  regularly  engaged  in  the  farm  mortage 
business. 

Now,  in  that  one  rountv  there  were  400  men  operating  the  ordinary  necesrarj- 
pized  farm  units  who  are  denied  the  opportunity  to  participate  in  this  system,  and 
that  is  more  or  !e^F  trne  in  many  of  the  State?  of  tli.^  "Middle  West. 

I  v/aiit  to  hand  to  each  of  yon,  so  tliat  yon  may  follov.  it.  a  pamphlet  whirh  wns 
issued  l)v me  American  Farm  P>nrean  Tederation,  entitled  '*The  T  oai:  Limit  lor  I'Vd"ral 
Laud  lianks  ^lionld  be  lncrea>etl  to  ^25.000.'  *  1  will  iioi  go  into  that  in  detail,  because 
ut>on  readini^  the  re<  ord  I  find  that  Congressman  Towiier  oiS^^d  it  as  a  part  of  the 
recOTd.  But  I  particularly  call  yottfattetition  to  A  ppendix  I,  which  liete  all  the  States 
of  the  Union,  gives  the  number  of  farms,  the  average  acrea^  per  farm,  the  A  alne  of 
all  the  farm  property  in  that  State,  the  aVerage  Value  per  acre  of  land  and  buildings, 
and  the  number  of  farms  exceedin?  a  ceitain  acreage:  and  the  computation  of  that 
acreaii:c  is  to  iTudnde  only  such  farms  which  ^^  nnld.  multiplied  by  the  average  value 
per  acre,  make  the  farms  exceed  in  value  S'2i).(K).i. 

As  yon  rnn  that  down  you  v,*ill  notice  that  the  State  of  A.r!<a.isas.  for  example,  hftp 
only  1,597  farms  wliich  are  worth  more  tlian  §20,000;  that  the  a^■erage  acreage  per 
farm  is  only  75,  and  that  the  aver^;e  value  per  acre  is  only  $43.  I  concede  that  if  this 
question  involvied  only  a  State  like  the  State  of  Arkfknsas  there  cxmld  not  be  any 
particukUr  concern  about  only  1,500  farmers  who  could  not  enjoy  the  benefits  of  the 
aict,  although  I  see  no  real  reason  why  those  1,500  ^rmm  should  not  be  permitted  to 
come  into  the  system. 

But  you  go  to  California,  and  you  have  approximately  24.000  farmers  there  who  are 
barred.  You  have  27.000  in  Indiana;  you  have  141.000  in  the  Sta|e  of  Illinois;  you 
have  in  the  State  of  Iowa  152^842  out  of  a  total  of  218.000  farms  that  are  barred  from 
membership  in  the  Federal  land  banks  if  they  utilize  their  land  security  up  to  its 
full  value. 

I  think  you  will  find  that  of  intereet— I  will  not  read  further— as  a  d^nonstration 
of  the  fact  that  in  the  greatest  agricultural  tenitory  of  the  United  States  Ihe  Fedmd 
land  bank  systemi  is  not  opmrtii^  adeqnatdy  tp  mrve  the  hsmem  of  that  temtory. 
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The  only  argument  offered  against  the  amendment  to  the  Federal  farm  loan  act, 
pro\dding  for  the  increase  of  the  individual  loan  limit  from  $10,000  to  $25,Q00,r|B  ibat 
the  inclusion  of  the  larger  loans  will  be  detrimental  to  the  small  farmers. 

It  is  generally  conceded  that  there  are  tens  of  thousands  of  farmers  who  need  loans 
in  excess  of  §^10,000  through  the  Federal  land  banks.  If  these  farmers  can  be  served 
-without  disadvantage  to  the  smaller  landowners,  it  is  admitted  that  the  system  should 
be  adapted  to  care  for  their  needs. 

It  is  contended,  fiist,  that  the  ori^;inal  purpose  of  the  farm  loan  act  was  to  take  care 
of  the  small  farmer,  the  one  who  at  that  time  did  not  have  access  to  oredits  through 
farm  mortgage  companies.  "WTiile  this  may  have  been  and  perhaps  was  the  funda- 
mental purpose  in  the  enactment  of  the  farm  loan  act,  this  in  itself  is  not  an  argument 
against  the  enlargement  of  its  purposes.  Admittedly,  the  small  farmer  now,  as  then, 
must  be  cared  for.  If  this  increase  of  loan  limit  will  destroy  the  market  for  the  smaller 
farmers'  securities,  it  should  not  be  passed.  If,  however,  the  adoption  of  this  amend- 
ment will  not  work  a  denial  of  the  continued  benefitsof  the  system  to  the  small  farmer, 
then  for  the  sake  of  the  middle-dass  fanner,  idio  is  now  in  dire  distoess,  tlie  act  should 
he  broadened  to  care  for  his  needs. 

The  Federal  farm  loan  act  is  cme  of  the  great  constmctive  l^^lative  acts  in  the 
history  of  congressional  legislation.  The  act  has  been  of  great  service  to  American 
agriculture,  but  there  is  nothing  sacred  about  is  provisions.  If,  after  five  years  of 
administration,  experience  has  demonstrated  the  necessity  of  amendments  they 
should  be  adopted.  Nobody  would  suggest  that  the  act  of  (  ongress,  providing  for 
the  use  of  the  funds  of  the  War  Finance  t  orporation  to  finance  the  agricultuml  interests 
during  the  defl4tion  period  of  1921,  was  consistent  with  the  original  purposes  of  that 
aek,  yet  in  view  of  the  dire  emergency  Congress  p^ormed  a  great  service  for  agricul- 
ture by  making  these  funds  available  for  the  distressed  fanners.  Nor  will  it  m  sug- 
gested that  the  plan  for  amendments  to  the  Federal  reserve  act,  to  pro\'ide  a  system 
of  intermediate  credits,  is  entirely  consistent  with  the  original  thought  of  the  farmers 
of  the  reserve  act,  yet  there  is  nothing  sacred  about  the  reserve  act  and  if  it  can  be 
broadened  to  make  it  more  serviceable  to  another  and  most  important  class  in  America, 
then  the  objection  that  it  is  inconsistent  with  the  original  thought  and  purpose  of 
the  law  becomes  no  longer  a  convincing  one. 

The  1920  census  figures  show  that  there  are  several  hundred  thousand  farms  in  the 
United  States  wldch  axe  valued  at  more  than  $20,000.  Among  the  States  which 
have  a  large  number  of  such  farms  are  California,  with  23,000;  Idaho,  10,000;  Indi- 
ana. 27.000:  Illinois,  141,000;  Iowa,  152,000;  Kansas,  53,000;  Kentucky,  10,000;  Minne-, 
sota  59,000;  Missouri,  25,000;  Nebraska,  41,000;  New  York,  10,000;  North  Carolina, 
22,000;  North  Dakota,  24,000;  South  Dakota,  44,000;  Texas,  23,000;  Washington,  12,- 
000;  Wisconsin,  30,000.  Every  State  in  the  Nation  has  a  large  number  of  farmers 
operating  units  valued  at  more  than  $20,000.  These  farmers  are  the  most  distressed 
of  all  toniay.  Holding  as  they  did  standard  &nn  units,  successful  as  they  were  in 
faming  operations,  they  enjoyed  during  the  boom  period  extensive  credit  based  upon 
commoditA'  values  they  and  their  bioikesrs  believed  to  be  reasonably  permanent. 

When  deflation  came  and  farm  commodity  values  fell  to  a  ruinous  level ,  these  farmers 
found  themselves  confronted  with  an  immense  burden  of  debts  contracted^uring  the 
period  of  easy  money,  which  must  be  paid  out  of  commodities  which  have  so  de- 
preciated as  to  scarcely  pay  the  interest  and  taxes  upon  the  laud.  WTiy  should  relief 
be  denied  these  men?  There  is  only  one  salvation  for  them,  it  is  the  mortgaging  of 
^eir farms  or  the  renewing  of  the  present  mortgages  upon  their  farms  over  a  long  period 
of  years  at  the  lowest  possible  net  cost,  to  enable  them  to  postpone  the  payment  of 
tiieir  debts  until  during  Hie  course  of  &e  yeais  farm  Gommodity  prices  are  restored  to 
the  nonnal  level. 

How  properly  to  care  for  this  class  of  farmers  is  the  most  important  credit  problem 
confronting  Congress  today.  That  they  should  not  be  financed  to  the  detriment  of 
the  small  fanner  may  be  conceded.  That  they  should  be  financed  along  with  the  s;n^U 
farmer  ought  likewise  to  be  conceded  by  every  friend  of  American  agriculture. 

It  is  su^ested  that  the  farmers  of  this  class  can  be  cared  for  by  the  joint-stock  laud 
banks.  There  are  two  answers  to  this  argument.  First,  the  joint-stock  land  banks 
do  not  and  tiiey  will  not  serve  the  farmers  and  ranchmen  in  the  poor  land  sections  of 
the  country-  where  loans  can  not  profitably  be  made.  Joint-stock  land  banlra  are 
operated  for  private  profit  and  will  not  incur  the  expense  of  the  profitless  business  of 
certain  sections  pf  the  country.  It  is  the  boast  of  the  joint-stock  land  banks  that 
they  do  not  make  their  loans  in  this  territory.  Reference  is  here  made  to  the  announce- 
ment issued  by  C.  F.  Childs  &  Co.,  one  of  the  largest  bond  houses  in  the  country, 
dated  May,  1922,  advertising  joint-stock  land  bank  bonds,  in  which  the  banks 
declare  that  they  make  loans  only  in  the  best  agricultural  sections  of  the  country. 
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For  otample,  the  Iowa  Joint  Stock  Land  Bank  advertises  that  it  will  make  loans 
"only  in  northwestern  Iowa  and  southeastern  South  Dakota''  and  the  Fletcher  Joint 
Stock  Land  Bank  of  Indianapolis  in  the  ''black-land  belt  of  Indiana  and  western- 
central  part  of  Illinois.  "  The  First  Joint  Stock  Land  Bank  of  Chics^  '*tiie  north- 
em  two-thirds  of  Illinois  and  selected  counties  in  lowli."  The  Arkansas  Joint  Stock 
Land  Bank  in  eastern  Arkansas,  the  delta  section,  and  west  Tennessee.''  The 
I>inroln  Joint  Stock  Land  throughout  Iowa  but  sparingly  in  extreme  southern  and 
eastern  jKH'tions  and  the  eastern  half  of  Nebraska."  The  First  Joint  Stock  Land 
Bank  of  Minneapolis  in  the  *  southern  central  and  northwestern  Minnesota  and  north- 
western Iowa/'  The  First  Texas  Joint  Stock  Land  Bank  of  Houston,  which  included 
Texas  and  Oklahoma^  "not  making  loans  in  Oklahoma.  Loans  made  throughout 
Texas  but  princifwaiy  in  black^aBd  belt  from  Dennison  to  coast.  Occasionally  make 
loans  in  ower  sections  where  well  secured." 

These  are  illustrative  of  the  joint-stock  land  banks.  The  Federal  land  bante 
have  gone  and  are  prepared  to  continue  to  go  into  evenr  county  in  the  United  States 
to  make  loans.  They  can  not  compete  with  the  joint-Stock  land  banks  or  ftum 
mortgage  companies  for  loans  in  excess  of  $10,000.  This  affects  the  rate  in  the  beet 
agricultural  sections.  In  the  stock-raising  territory  of  the  Nation,  where  the  joint- 
stock  land  banks  generally  advertise  they  will  not  make  loans  at  all  and  where  other 
loan  agencdes  make  loans  only  at  excessive  rates,  the  situation  of  the  ranchers  is  most 
distressing.  We  should  imshackle  the  Federal  land  banks  to  p^mit  fhem  to  care 
for  this  class  of  formers  and  stockmen. 

For  another  reason  it  is  no  answer  to  say  that  the  joint-stock  land  banks  satisfac- 
torily take  care  of  loans  in  excess  of  $10,000.  The  rate  of  the  joint-stock  land  bank  is, 
on  Its  face,  one-half  of  1  percent  higher.  When  consideration  is  given  to  the  dividends 
which  have  been  paid  and  which  vnW  be  paid,  the  difference  in  net  cost  is  approxi- 
mately 1  per  cent.  For  example,  a  Federal  land  bank  in  the  Middle  West  is  paving- 
regularly  10  per  cent  annually  in  dividends.  This  difference  of  1  per  cent  in  rate 
means  an  annual  saving  in  the  intearest  charge  upon  the  fezmer  on  a  $25,000  loan  of 
$250  p«r  year.   Why  should  he  not  be  allowed  to  make  this  saving? 

Experience  has  demonstrated  that  whatever  may  have  been  the  original  purpose 
of  the  farm  loan  act,  the  Federal  hmd  banks  can  be  of  service  to  idTti^  Uxmeta 
rather  than  a  limited  few. 

iJut  it  is  suggested  that  there  is  a  limit  to  the  capacitv  of  the  bond  market  to  absorb 
issues  of  Federal  farm  loan  bonds.  The  experience  of  the  Federal  Farm  Loan  Board 
in  the  sale  of  the  rec^t  bond  issues  demonstrates  that  a  practically  unlimited  amount  of 
bonds  can  be  marketed.  Suppose  these  loans  in  excess  of  $10,000  are  written  by  the 
ioint-stock  land  bank.  They  sell  these  bonds  in  the  sme  market  with  the  Federal 
land  banks.  If  the  joint-stock  land  banks  can  market  the  bonds  to  take  careof  the  loans 
in  excess  of  $10,000,  the  Federal  land  banks  can  market  bonds  based  upon  the  same 
class  of  loans  in  the  same  market.  They  can  market  a  more  attractive  bond  more 
favored  by  the  bond  investor  at  a  lower  rate,  and  a  consequent  lower  rate  to  the  bor- 
rower. _  Why  not  give  the  farmer  the  benefit  of  this  lower  rate  instead  of  forcing  the 
marketing  of  a  higher  rate  bond  through  the  joint-stock  land  bank,  and  the  giving 
to  the  joint-stock  land  bank  a  profit  upon  loans  which  might  be  made  at  net  cost 
thro  ugh  the  Federal  land  banks? 

Will  service  to  these  thousands  of  distressed  form^  who  are  now  TcruKrViTtg  at  the 
doors  of  the  Federal  land  banks  impair  the  value  of  the  system  to  the  small  mmer? 
The  broadenmg  of  the  system  will  unquestionably  benefit  the  small  farmer. 

The  Farm  Loan  Board  in  its  creation  of  the  12  Federal  land  bank  districts,  in  89 
far  as  it  was  practicable,  wisely  combined  poor  land  and  richer  land  territorv  within 
the  same  districts.  Due  to  this  fact,  the  Federal  land  banks  of  each  district  have  made 
loans  m  certam  parts  of  their  districts  without  profit,  while  the  larger  loans  in  the- 
richer  sections  of  l^e  district  have  been  so  profitable  that  both  those  having  the  larger 
as  veil  as  the  smaller  loans  have  enjoyed  a  low  net  rate  and  substantial  dividends. 
The  overhead  cost  of  making  the  loans  of  $25,000  will  be  no  greater  than  the  making: 
of  $500  loans,  Smce  the  farm  loan  act  provides  for  a  distribution  of  the  profits  of 
the  system,  the  small  farmers  as  well  as  the  laage  will  profit  by  the  inpliimpTi  of  the 
larger,  more  profitable  loans. 

The  ability  of  the  system  to  function  permanently  and  to  furnish  funds  at  very 
low  rates  is  dependent  upon  the  attitude  of  the  bond  investing  public.  A  sy  stem 
whidb  was  bamd  ^tirely  upon  loans  written  in  the  poorer  sections  of  the  Nation, 
could  not  continue  to  command  a  low  bond  rate,  Because  of  the  experience  of  the 
mm  mortgage  companies  in  much  of  the  tmitory  into  whidi  the  Federal  land  bank» 
have  gone,  from  a  conception  of  their  duty  to  rendw  a  public  service  to  agriculture, 
It  is  certam  that,  standing  alone,  the  bonds  based  upon  such  securities  wouW  not  have 
commanded  a  Jbvorable  rate  in  the  b<»id  mad^  butsjuee  the  Fed^  land  banka 
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have  maintamed  a  fair  balance  of  the  best  securities  of  the  coimtp-  ibo  coniKioncc 
of  the  investing  pubUc  has  been  impressed.  We  must  continue  to  hold  a  lair  balance 
of  the  best  secunties  in  the  best  agricultural  States  of  the  country. 

The  continur-d  growth  of  tho  joiiit-^toc-k  land  bank  system  is  demOTali/:ing  the  secm- 
tar^  -treasuvM.  in  many  of  th^-  best  States.  The  demand  for  loans  m  excess  «J|W,000 
S  so  -r.  at  that  .ecret.arv-tiea.surers  prefer  to  represent  the  jomt-stock  Iwftd  bank 
throui^h  V,  hich  they  may  serve  both  the  small  and  the  lamer  borrowers  In  the  e i^^^ 
Federal  land  bank  district,  for  example,  comprising  theJ^^ates  ot  Tov.a  ^obra8ka, 
Fouth  Dakota  and  Wyomiiig,  the  increase  in  busmess  of  this  bank  m  15)22  was  as 
foUoSs:  Jer^:  Nebraska,  33*  per  cent;  South  Dakota,       per  cent; 

""'llSThTrichts^f^^icultural  Stat-:"  in  th-  Nation,  having  an  agricultural  wealth 
of  ovT  SS  ()0(;  00(\')i)().  or  ai)proxiniat-,>ly  ono-ninth  of  the  Nation  s  entire  agricultural 
w(-alth.  it  i^  important  to  the  Federal  Land  iiank  of  Omaha  and  to  ^rf  the 
other  banks  el  the  system  thai  this  decline  m  the  vdume  of  busmess  in  a  Stete  like 
lou  a  should  not  be  permitted  to  continue.  The  same  may  be  Mid  of  a  number  of  the 
olh^v  banks.  In  febt,  if  the  Federal  land  banks  are  to  be  of  the  greatest  p^sib  e 
^rvice  to  average  fara^ersasweU  as  to  amaU,  the  loan  himt  must  be  mc^^^^^^ 
iSrSSi  of  tiieae  loans  to  average  formers  is  ^^Tong.  He  is  ..ntitled  to  '^'H^perate 
mth  his  fellow  farmers  in  this  sy  stem,  and  the  smaU  laimer  will  unquestionably  proht 
through  the  inclusion  of  the  larger  farmer.  ^t^. 

Coneress  is  we  believe,  sincerely  desirous  of  legislating  a  prac  tical  progiam  for  the 
relief  of  the  farmers.    Without  disparagement  of  any  other  Program  now  imd^^ 
eration  we  who  have  been  more  intimately  in  touch  with  amcultuial  conditions 
unhSat  h,Kly  say  that,  for  practical  and  general  leUef  to  thelbmers,  this  measure 

^  Sre  l^'S  and  BOW  is  a  marked  division  of  sentiment  as  to  the  best  plan  for 
adoption  by  Congress  among  many  other  rural-credit  measures,  \arious  fami  oigani- 
SS  are^not^ed  upSi  the  progi-am.  But  there  is  absolutely-  ^^A'ZtTZni 
sentiment  as  to  amendment  for  the  increase  ot  the  loan  limit  to  Sio.OC^  among 
SWwho  are  authorized  to  speak  for  the  farmers.  Every  larm  org^^^^^at^n  has 
indorsed  the  increase  of  the  loan  limit,  including  the  Amenc^barm  Bu^^^  J^™" 
tion  the  National  Farmers"  Union— both  of  which  adopted  strong  resolutions  at  ^ew 
So^^^Ll^Zldl^st  November-the  Coopemtive  Marketing  Organization, 
whid  met  in  ^^-^^^^^^  December  15;  the  National  Board  of  Farm  Organizations; 
Jhe  Equity  a^d  the  and  all  other  shnihy  &nn  organiaatione.  These  organiza- 

ttons^Sde  ^  Md  iwrage  and  small  farmers.  They  are  representative  of  the 
a^uttmi  hiSTsts  of  eve^tate.  They  have  expressed  no  tear  that  the  increase 
ofthe  loan  limit  will  harm  the  small  farmer.  This  is  a  matter  oi  concern  only  for  other 
^titutions  making  farm  loans  in  competition  with  the  I-ederal  l^/f  ^  ^ 

^"{imous  voice  ot' organized  and  unorganized  agriculture  is  n^^^^  ^mnhe^i^Si^ 
four  years  iM^en  raised  in  support  of  the  increase  of  this  J%.nJ^!2™J^ 
SkLs  the  needs  of  the  farmers  and  can  better  exm^ttett^  these  gieat 

larm  organizations  with  a  membeiBhip  of  practically  6,000,000  fanners.' 

tL  conditions  demand  the  passage  of  this  legislation  not  sev.^ral  months  hence  but 
BOW    S^t  i^reX^benefiteS  the  oprations  of  the  War  Finance  Corporation 

would  MvTbeeB  very  much  more  beneficLl  if  it  had  begun  its  operations  six  months 
Sr^S^  and  stockmen  were  being  forced  into  liquidation  and  bantouptcy 
by  the  thousands.  The  War  Finance  Corporation  performed  a  wonderiul  service  lor 
aericulture,  but  the  service  came  too  late  for  many  thousands. 

^o  wi  h  tliis  legislation.  March  1  is  farm-mortgage  time  throughout  the  entoe 
Middle  West  and  fn  some  other  sections  of  the  countj.  Thj  S^*^!if*^7^r,S^ 
mort^a^es  are  generally  written  or  must  be  renwed.  This  bill  ^,J>eof  vastly 
Serielp  to  the  farmers  if  it  is  promptly  pMsed  by  Congress  to  enable  the  banks 
to  nrenare  their  forms  and  take  care  of  these  loans  on  Marcn  1 . 

the SaSwof  the  loan  lunit is  absolutely  necessary  to  the  practical  and  benehcial 
d^oS^f  more  than  half  of  the  banks  of  the  system.  All  ot  the  banks  are 
mSalWhiterdependent.  They  mutually  guarantee  all  tlie  bonds.  What  aids 
XTederal  will  aid  ail  of  them."  We  have  argued  lor  thi^  increase  of  l«m 

?°!it  since  i  was  demonstrated  in  the  first  year  of  the  operations  of  the  system  that 
he  present  imit  is  inadequate.  Congress  is  fully  informed,  and  believe  t^t  it 
can  er  orm  as  great  a  service  for  agriculture  throi^h  the  ruflbng  of  this  bill  through 
as  a  emerHencv  measure  as  it  did  when  it  enlarged  the  purppaee  of  the  War  Finance 
CorpoSn  to^sSp  the  precipitate  detotioB  wW  was  hnagmg  rum  to  so  many 

**'l'^e'just*T?eTmore  words  in  behalf  of  the  whole  bill.  .  Gentlemen,  y;ou  had 
piSjStu^     4e  writiBg  of  this  bill  men  who  have  for  ax  years  honestly  and 
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efficiently  managed  this  syst^.  I  undertake  to  say  that  the  record  of  the  Farm 
Loan  Board  in  the  administration  of  the  farni-loaii  system  is  the  greatest  achieve- 
ment of  any  board  which  has  operated  since  the  Farm  Loan  Board  \\-a<  or^nized. 
Th^^y  hav('  an  eye  single  to  the  public  service  which  can  l)e  performed  h^i-  the  farmers 
of  America.    I  think  the  same  mny  b^  ssdd  ot'  the  adnuniatration  oi  the  12  ledcral 

land  banks.  .    ,        .    •  ,  a 

Gentlemen,  you  have,  as  opposed  to  their  practical  conclusious,  you  lia\  e  as  opposea 
to  their  prar  tical  experience  of  six  years,  a  reciution  of  what  theoretically  ought  to 
be  done  with  this  system,  a  recitation  of  what  Germany  has  done  m  the  years  past. 
It  is  true  that  when  this  act  was  written  the  experieace  <d  Europe  was  all  we  had  to 
rely  upon,  and  it  was  well  to  follow  that  expenence  in  so  far  as  we  could.  We  now 
have  our  own  piactical  experirace;  we  have  a  system  managed  by  practical  men, 
wio  yrmt  to  serve  the  farmers,  and,  I  say,  as  against  the  theoretical  conclusions  of 
the  opppoents  of  this  bill— the  only  men  who  are  interested  m  any  political  agitation 
at  all  with  reference  to  this  measure— as  against  their  conclusions.  Why  not  accept 
the  conclusions  of  the  hundreds  upon  liundreds  of  secretary-treasurers  of  the  farm- 
loan  associations,  who  are  working  in  haimony  with  the  Federal  Land  banks  and 
the  Farm  Loan  Board;  and  why  not  accept  me  conclusions  of  the  Federal  iMid- 
bank  presidents  aad  the  Farm  Loan  Boafd,  who  have  given  thdx  conclusions  from 
the  ripe  experieuce  they  have  had  in  the  opmtticw  of  tiiifl  ayst^a  £r«n  a  pncta^ 
standpoint  for  tihe  past  SIX  yeacB?  .  .  .  i^  ,,       u     n  ^ 

It  seems  to  me,  gentlemen,  that  there  is  not  a  provision  m  this  bill  which  will  not 
aid  in  domg  the  thing  in  which  1  am  sure  all  of  you  are  interested— that  is,  to  unshackle 
the  system  and  shorten  the  gap  between  the  farmer  and  the  money  that  he  must  have 
to  finance  his  operations,  to  take  away  the  red  tape  and  make  it  an  instrument  <x 
real  service  for  all  of  the  farmers  of  the  Nation.  And  I  believe,  gentlCTaen,  ttot  with 
the  careful  consideration  which  you  will  give  this  bill  you  wiU  conclude  that  m  each 
and  all  of  its  provisions  it  is  deatiAed  to  be  of  real  service  to  the  bonowing  faxmeiB  of 

America* 

Mr.  Strowq.  Gentlemen,  it  is  now  5  o'cioclc.    What  is  your  suggestion? 

Mr.  GrOLDSBORouGH.  I  move  that  we  adjourn  until  to-morrow  morning. 

Mr.  Strong.  Without  objection,  urill  mw  adjovrn  until  10 M  o'clocic  tq-morrow 
mornine;.    I  hear  no  objection.  mu     j  t 

(Thereupon,  at  5  o'clock  p.  ra.,  the  conin^ttee  adjourned  to  meet  Thursday,  Jan- 
uary 11,  1923,  at  10.30  o'clock  a.  m.) 


GOMMITTKE  ON  Ba^NKING  AND  CURHENCy, 

House  of  Bbprbsbntatives, 

Uhmday,  January  11^  19£S. 

The  committee  met,  pursuant  to  adjournment,  at  10.30  o'clock  a.  m.,  Hon.  James 

G.  Strong  presiding.  ^  .„  «  »r  om 

Mr.  Stbono.  The  committee  will  be  m  order,  and  we  yml  first  hear  Mr*  Bilvet. 

STATBKBNT  OF  WP».  <^^AX  SP-VISR,  BEPBJJSJJNTATIVE  OF  T«B 

Mr-  SiLVBR.  Mr.  Ohainnan  and  gentlemen  of  the  committee,  in  speaking  to  this 
hill  offered  by  Mr.  Strong,  I  want  to  emphasize  the  fact  that  more  important  than  the 
exact  and  minute  details  of  how  it  is  done  is  quick  action,  in  order  that  the  people 
who  are  so  badly  in  need  of  this  service  can  be  given  relief  or  opportunity  for  relief 
by  the  settlement  dates  of  March  1  or,  in  some  sections,  April  1. 

Mr,  Strong.  What  you  mean,  Mr,  Silver,  is  that  throughout  the  Central  West  K 
least  a  great  many  of  the  mortgages  are  made  as  of  the  date  of  March  1  and  settle- 
ment made  at  that  time;  and  if  the  people  who  want  to  make  loans  are  to  be  accomo- 
dated this  l^idation  ought  to  be  pwsed  as  early  as  possible  tbat  they  may  be  able 
to  take  advantage  of  it  and  make  all  commitments  by  March  1 . 

Mr.  Silver.  You  stated  it  better  than  I  could.   That  is  just  exactly  the  purpose  of  it. 

There  may  be  things  in  this  bill  in  the  way  of  terms  that  are  debatable,  not  debatable 
fiom  the  effect,  but  the  different  \iewpointsof  different  men  wanting  to  accomplish 
lie  same  thing,  because  I  think  all  of  us  want  to  accomplish  the  same  thing,    ^  ^ 

The  farm  loan  system  has  not  heretofore  been  able  to  function,  as  it  was  originally 
intended,  for  the  lack  of  certain  latitude  which  this  bill  sets  out  to  give  in  its  activities, 
with  the  result  that  many,  many  farmers  w«re  denied  loans,  not  because  of  the  boacd 
and  not  because  of  anybody  intended  it,  but  because  there  was  not  a  si^BIci^  leeway 
in  the  law  imder  wbich  they  were  opemting  to  eorve  tibeaa  people. 
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Since  the  paaaa^  ol  the  law  we  have  had  a  definite  opportunity  of  trying  out  and 
applying  the  terms  of  this  law,  and  how  it  api^lies  in  practice— not  in  theory  only,  hut 
in  practice;  and  certain  features  have  heen  incorporated  in  this  bill  believed  to  be 
helpful,  and  to  more  nearly,  if  not  fully,  make  the  bill  accomplish  the  purpose  for 
which  it  was  actually  originally  intended,  namely,  to  be  the  instrumentality  for 
long-time  loans— long-time  invested  caiptal,  if  you  please— for  agriculture.  Tliat  is 
the  pm'pose  of  the  bill. 

I  knov.  that  when  the  original  fight  was  made  in  Congress,  if  I  might  use  the  word 
''fight"  for  the  passage  of  this  bill,  it  was  at  first  proposed  that  the  maximum  loan  be 
$2,000,  afterwards  $2^500,  and  later  on  $5,000,  and  was  finally  compromised  at  $10,000. 
The  feurmers  at  that  time  realizing  that  $10,000  was  not  a  sufficient  limits  but  accepting 
that  compromise  in  order  that  something  might  be  passed  that  wotdd  M  It  step  in  the 
right  direction,  that  would  be  helpful,  and  which  was  helpful. 

Ifr.  Strong.  Of  course,  Mr.  Silver,  this  legislation  creating  the  farni  floan  system 
was  passed  long  before  I  came  into  Congress;  but,  imbued  with  the  idea  that  the 
small  farmer  should  be  helped  first,  I  was  rather  slow  to  adopt  the  suggestion  of  in- 
creasing the  amount,  and  a  couple  of  years  ago  when  we  had  a  Inll  before  the  House 
amendine:  the  Federal  farm  loan  system,  an  amendment  was  made  to  increase  the 
limit  to  $25,000,  which  I  opposed  upon  me  theory  that  we  were  having  a  h»d  tiflie 
then  to  get  sufficient  capitiu  to  meet  the  requirements  and  to  searve  the  m&i  who  were 
filing  applications  for  loans,  and  I  thought  tnat  until  we  served  the  fellow  needing  the 
small  loan,  who  does  not  necessarily  get  the  consideration  that  the  fellow  applying  for 
the  big  loan  does,  we  ought  not  to  increase  the  amount,  as  I  felt  that  we  should  serve 
five  men  with  $25,000  by  making  loans  of  $5,000  each  rather  than  one. 

But  conditions  have  since  changed  that  have  conAdnced  me  that  we  ought  to  increase 
it;  we  can  now  get  the  money  for  the  larger  loans  as  well  as  the  smuUer  ones.  ^  But  there 
is  considerable  opposition  still  and  some  members  of  the  committee  are  halting  in  their 
opinion  as  to  what  is  best  to  do;  whethw  or  not  the  need  of  $85,000  loans  is  urgent 
enough  to  adopt  the  amendment  proposed  in  the  bill;  whether  or  not  the  man  who 
needs  the  loan  of  125,000  should  have  this  govenunental  agency  aarast  him  to  get  it. 

I  just  suggest  that  to  you  because  you  have  been  away  from  the  city  and  have  not 
heard  the  evidence  before  the  committee,  and  I  thought  you  might  like  to  address 
yourself  as  to  whether  or  not  there  was  a  need  for  $25,000  loans.  I  know  some  of  the 
members  of  the  committee  would  like  to  have  all  the  information  they  can  get  upon 
this  question. 

Mr.  Silver.  Permit  me  to  say  right  here  that  by  giving  my  testimony  I  do  not  mean 
to  criticize  any  member  of  the  committee  for  his  viewj^dnts  or  Im  activity,  «  the 
other  gentlemen  who  have  had  to  do  with  it;  lamtestifyuigasreittesmtiBg^groap 
I  do,  with  their  viewpoints.  .   ,  . 

Mr.  SravBNSON.  If  you  will  permit  me,  I  will  say  to  you,  on  the  particular  question 
you  are  now  discussing,  that  I  believe  that  all  of  the  people  who  have  been  here,  with 
possibly  one  exception,  have  been  advocating  an  increase  of  the  maximum  limit.  It 
is  only  the  question  in  the  minds  of  the  members  of  the  committee  themselves  as  to 
what  should  be  done  about  that,  as  to  whether  we  should  put  this  institution  in  the 
position  of  being  a  mere  farm  loaning  institution  rathOT  than  an  institution  to  assist 
the  small  farmer  to  become  a  landholder.  A  good  many  of  us  debated  very  strongly 
with  some  of  these  gentlemen  Uie  necessity  and  the  pohcy  of  increasing  the  limit  at 
least  as  much  as  they  sugsest;  and  it  is  no  criticism,  you  are  certainly  not  criticizing 
any  of  the  other  gentlemen  who  have  testified,  because  they  are  all  of  that  opinion. 
But  your  purpose  now  is  to  convince  the  committee  of  pretty  hard-headed  men  that 
it  ought  to  be  done,  because  they  are  the  folks  who  are  raising  the  question. 

Mr.  Strong.  And  I  made  my  suggestion  because  I  want  to  urge  you  to  do  so,  if 

possible.    [Laughter.]  '      ,      .  . 

Mr.  Manson.  If  the  committee  could  Bgtm  as  well  as  the  witneaieB  could  on  that 

point,  we  would  not  have  any  trouble.  t  ^ 

Mr.  Strong.  I  have  had  no  oppc^unity  to  coach  the  witness.  [Laughter.] 
Mr.  SiLVBR.  I  know  of  no  better  way  to  ecmvince  the  jury  than  for  all  the  witnesses 

to  be  in  accord  on  the  main  points. 
Mr.  Stevenson.  There  are  some  exceptions  to  that. 

Mr.  Silver.  As  I  said  just  a  moment  since,  the  farmers  did  not  believe  that  when 
the  bill  passed  that  there  was  suflBcient  leeway,  in  consideration  of  the  increase  in 
A-alues  and  the  increase  in  need,  for  at  the  time  we  were  advocating  the  passage  of 
the  bill,  and  I  was  one  of  Ae  committee  representing  the  farmers  who  appealed  here, 
it  was  poedble  throughout  the  country  to  get  money— long-time  invested  capital, 
such  as  we  are  discussing  here— from  neighboring  farmers.  That  condition  existed 
from  the  early  days  in  this  country  on  down  to  recent  years,  that  it  was  possible  to 
5t  money  from  a  neighboring  farmer  or  other  neighbor.  That  followed  on  up  until 
le  ooivass  of  the  country  for  the  Liberty  loan,  a  patriotic  purpose  j  but  when  we 
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went  through  the  country  with  a  fine  comb,  every  place  we  took  money  out  of  the 
rural  home  and  got  it  in  Government  securities — a  proper  and  worthy  thing — ^it  at 
once  prevented  the  former  being  able  to  get  accommodations  where  he  had  so  often 
in  days  gone  by  been  able  to  get  them. 

Consequently,  he  had  to  turn  to  some  new  instrumentality,  some  new  source  of 
money. 

It  takes  three  kinds  of  money  to  finance  the  farmer — one  is  access  to  banks  of  deposit 
for  short-time  accomodations,  another  is  the  intermediate  credit  which  the  committee 
has  heard  so  much  of,  and  the  third  is  the  long-time  invested  capital  he  must  have  if  he 
is  to  be  a  landowner.  And,  let  me  say  tlxis:  It  takes  no  more  money  and  no  more  credit 
to  finance  agriculture — ^and  I  speak  of  big  agricultiu^  and  little  agriculture  and  all  acri- 
cultore— tlurough  this  instrumentality  than  any  other  way.  'me  difference  is  that 
through  this  instrumentality  he  is  protected  from  burdensome  diarges  of  the  comniis- 
sion  and  brokerage  and  other  expenses  that  are  put  onto  it,  which  is  applied  outside 
and  not  inside.  This  law  is  a  protection  against  it.  But  as  to  tho  credit  and  as  to  the 
money,  it  does  not  deplete  the  national  reserv^oir  of  moneys  and  credits,  not  one  bit 
more,  if  it  is  done  through  this  instrumentality  than  if  it  is  done  through  another 
instrumentality.  Nor  does  it  take  any  more  to  finance  agriculture;  it  simply  takes  so 
much  money  to  finance  agriculture,  and  if  we  do  not  finance  agriculture  and  it  doesttot 
piosper  out  country  is  in  an  unhappy  situation  and  is  headed  for  trouble  rather  than 
lor  wtb&r  times* 

Mi,  Stevenson.  You  are  speaking  of  financing  agriculture.  It  is  not  contemplated 
that  we  finance  apiculture,  except  to  the  extent  of  providing  a  long-time  loan  tliat  is 
necessary  to  provide  the  farmer  a  way  of  escaping  the  danger  of  being  ejected  because 

he  can  not  saA'-e  his  place. 

Mr.  Silver.  I  am  speaking  of  the  long-time  Ioslu^.  I  tried  1o  eliminate  the  others 
by  going  on  down  to  the  long-time  loans.  I  want  to  emphasize,  and  I  want  to  impress 
upon  any  man  who  thinks  that  the  limit  should  stop — I  do  not  care  whether  he  says  at 
$10,000,  $15,000,  $20,000,  or  $25,000— agriculture  must  be  financed.  There  is  nothing 
so  basic,  nothmg  so  vital,  nothing  so  far-reaching  in  ite  effect  as  financing  agriculture. 
If  agriculture  does  not  go,  it  at  once  dams  up  clear  down  the  line  and  everybody  is  un- 
happy. It  is  not  pecidiar  to  agricidtuie;  it  is  peculiar  to  tlie  needs  oi  the  basic  indus- 
try of  our  Nation. 

So  that  when  anybody  suggests  that  we  are  not  going  to  finance  beyond  $10,000,  or 
some  other  figure,  they  fix  in  their  mind  as  having  reached  a  proper  place;  they  have 
lost  sight  of  the  fact  that  the  farms  that  can  be  financed  with  $20,000  maximum  are  not 
the  farms  that  produce  the  surpluses. 

Mt,  Stookg.  The  $10,000  loan  finances  a  man  who  has  a  farm  in  a  community  of  low 
or  very  reasonable  priced  land,  but  it  leaves  the  farmer  in  the  community  where  the 
land  is  h%h  |>riced  subject  to  the  same  troubles  little  famter  had  b^ore  this 

system  went  into  effect? 

Mr.  Silver.  Exactly  right,  and  you  ate  not  financmg  agricultural  production  when 
you  talk  about  a  $10,000  loan. 

Mr.  Stevenson.  This  is  not  a  scheme  of  financing  agricultural  production;  it  is  a 
scheme  for  furnishing  capital  the  thing  out  of  which  to  produce.  When  it  comes  to 
financing  agricultural  production,  it  varies  enormously  in  different  secthn^.  It 
.  costs  a  lot  more  to  produce  an  acre  of  cotton  than  it  does  to  produce  an  acre  of  wheat. 
The  financing  of  agricultural  production  is  ^ds  fibort-time  financing,  and  it  is  an 
exceedingly  important  matter. 

Mr.  Silver.  You  misunderstood  my  application.  I  did  not  mean,  nor  do  T  mean  in 
using  the  expression  to  confuse  it  with  other  financing.  T  tried  to  eliminate  those  two. 
I  did  mean  this,  that  if  the  long-time  invested  capital  is  not  forthcoming  at  the  right 
time  and  foreclosures  are  permitted — I  do  not  care  whether  it  is  a  little  farm  or  a  big 
farm — vou  can  not  keep  up  your  sequences  in  production,  for  if  the  farmers  are  going 
out  by  the  million— and  they  are  if  not  financed,  that  is  a  diirect  injury  to  and  curtails 
production,  and  less  production  is  available  for  public  uses.  That  has  nothing  to  do 
with  the  particular  financing  of  production,  but  it  has  to  do  With  continued  swvice, 
and  that  has  to  do  with  the  amount  of  production. 

Mr.  Stevenson.  It  has  to  do  with  Im  plant. 

Mr.  SiLA'^ER.  Right. 

Mr.  Stevenson.  Of  course,  if  he  has  not  a  plant,  he  can  not  operate. 
Mr.  Silver.  That  is  correct. 

Mr.  Strong.  Is  it  not  true  that  if  the  farmer  on  expensive  land,  under  present 
conditions,  can  not  be  financed  at  a  low  rate  on  the  amorttEed  phm,  the  tendency  is 
for  him  to  sell  out  his  farm  and  get  out  of  the  business,  put  his  money  into  other  kinds 
of  endeavor?  Is  it  not  to  the  interest  of  production  and  agriculture  to  ieeg  the  farmer, 
who  has  built  up  an  esq^esmve  plmt,  in  tiie  business? 
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Mr-  SiLVEU.  There  is  not^  bit  of  doubt   li| 

Mr,  Stbvenson  (interpoaxug).  Let  us  get  right  down  to  brass  tacks  on]this  propo- 
sition. You  Imve  heard  the  testimony  of  everybody  herd  that  Iowa  and  NebrMks 
are  tiie  places  where  the  protective  economic  unit  is  probably  the  most  expeoshro* 

Of  course,  in  some  little  truck-farming  sections  it  is  a  little  higher. 

Mr.  Strong.  In  my  own  district  I  have  a  lot  of  land  Avt)rth  $150  and  $200  an  acre. 

Mr.  Stevenson.  I  refer  to  that  immediate  territory — Iowa,  Kans^  Nebraaka, 
Illinois,  and  Wisconsin. 

Mr.  Stkonc;.  And  Indiana. 

Mr.  Silver.  And  you  can  ^^o  over  into  other  States.  You  can  go  into  the  Shenan- 
doah Valley  of  Viiginia,  and  you  can  find  it  atoo  in  Maryland  and  in  New  York,  though 
not  in  the  esme  quantities  as  in  the  other  States*  But  you  find  it  there. 

Mr.  Stevenson.  I  am  talking  about  the  testimony  produced  in  this  whole  hearing 
to  the  effect  that  Iowa  was  reaUy  the  heart  of  the  high-priced  ^ricultural  productive 
section. 

^[r.  Silver.  From  the  fact  that  it  has  lees  waste  land  than  any  other  tState  ii\  pro- 
portion to  its  total  area. 

Mr.  Stkvensox.  And  the  testimony  is  all  practically  by  nearly  eveiybody  that 
the  economic  unit  of  the  farm  there  is  160  acres,  and  that  the  value  of  lands  runs  from 
$200  to  $500  an  acre;  is  not  that  right? 

Mr.  Silver.  TheGovmunent  recc^rnized  that  as  the  economic  unit  baaed  on  keep- 
ing the  family  together  until  it  reached  mafiiuity  at  the  close  of  the  Civil  War,  when 
they  dcA'eloped  that  great  West.   Now,  thw,  with  tM  ooming  of  motocU^tioa 
the  farms,  that  unit  is  enlarging. 

Mr.  Stevknsox.  They,  you  are  decreasing  the  imm])er  of  farmers.  Whenever 
you  begin  to  enlarge  the  unit  and  decrease  the  numlier  of  peo])le  you  will  employ, 
then  you  are  decreasing  the  numl>er  of  farmers.  That  is  economical,  that  is  right. 
It  is  not  the  number  of  farmers;  it  is  what  the  fanners  produce  that  makes  the  conntry 
go. 

Mr,  Corey.  The  econoimc  unit  in  the  State  of  Iowa  U  from  200  to  240  acres;  the 
actusd  unity  tiiat  is,  the  actual  acreaq:e  of  the  average  farm  today  in  the  State  of  Iowa 
is  159  acres  and  a  fraction.  But  you  should  not  apply  those  figures  at  all  to  tlie  entire 
western  end  of  tlio  eiirlit  Federal  iau  1  1)an^c  districts:  tliat  is  the  ranchiui?  section, 
where  the  econqioic  unit  runs  into  mpjiy  hundreds  of  acres,  and  probably  it  13  nearer 
2,000  acres. 

Mr.  SxiioxG.  That  is  where  our  supph'  of  l^eef  and  mutton  comes  from. 
Mr.  Stevenson.  It  does  not  run  as  high  per  acre  there. 

Mr.  Corky.  It  does  not  run  as  high  per  acre  there,  hut  you  cannot  successfully 
operate  a  ranch  of  a  mod^te  average  size  in  any  part  of  the  cattle  sections  of  this 
oountry  on  any  hasb  leas  than  soioethiiig  like  |2d>0(Wi,  Mx,  Stmmmm.  The  stfitiatios 
will  show  that. 

Mr,  Stevenson.  Well,  if  it  is  $25,000,  and  he  gets  $12,500  

Mr.  Corey  (interposing).  1  say  you  can  not  finance  it  on  leas  than  a  $50,000  or 
f60,000  unit. 

Mr.  Stevenson.  I  want  to  do  all  I  can  to  help  out  the  economic  situation  without 
distmbing  what  we  conceive  to  he  the  proper  function  of  this  lav-  Mr.  Lobdell 
testified  that  they  made  a  rule  that  they  would  not  loan  anvbody  ziu>re  than  |100 
an  acre  in  Iowa.  You  take  the  160  acre  unit  there,  and  loaning  $100  an  acre  would 

be  ?1 6,000.   Is  not  that  a  pretty  fair  average? 

Mr.  Silver.  The  board  might  see  its  way  clear  to  revise  the  rule  sometime  as  the 
needs  become  apparent,  but  you  see  that  we  now  have  a  §10,000  maximum  limit 
and  then  provide  a  rule  that  goes  50  per  cent  beyond  that,  it  does  not  make  any 
difference  what  the  rule  is  if  it  is  wholly  ineffective. 

Mr.  Sti: vKNSON.  They  issued  the  rule  based  on  their  judgment  that  f200  an  acre 
was  enough  for  any  land  used  for  mere  farming. 

Mr.  Silver.  That  may  not  include  the  cost. 

Mr.  Stbvbnsok.  ThaA  may  be,  but  we  have  got  our  oonclusioos  on  properly  stated 
facts. 

Mr.  SiLYBR.  Not  on  somebody's  belief  and  statement,  however  honest  it  may  be-f- 
that  is  not  borne  out  by  the  actual  facts  in  the  case.  If  that  land  cost  more  thaii  |200 
an  acre,  they  are  wrong  in  their  conclusion;  tliat  is  all. 

Mr.  Stevenson.  I  do  not  know  about  that. 

Mr.  Silver.  Sure,  you  are  wrong,  if  the  land  costs  more. 

Mr.  Stevenson.  The  plantation  adjoining  mine  was  sold  three  years  ago  at  public 
auction,  and  a  whole  lot  of  it  brought  $200  an  acre.  I  would  not  give  to«4ay  over 
$50  an  acre  for  it. 

Mr.  Silver.  That  is  posrable. 
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Mr.  Stevenson.  The  men  who  bought  it  have  gone  broke. 

Mr.  Silver.  And  still  the  averages  you  are  ticin^  on  the  farm  loan  does  not  prove 
anything  except  that  son^ol)odv  made  a  mistake  in  ])U}'in<r  a  piece  of  land.  In  other 
words,  if  wo  aro  to  ha\o  such  "delation  as  you  refer  to  there  continued,  there  is  no 
financial  system  that  will  save  the  farmers,  and  there  will  be  nobody  to  grow  foodstuffs 

Jor  us.  •  i_    #      xi-  J. 

Mk.  Stevenson.  1  was  just  giving  you  an  instance  of  the  fact  that  you  can  not 
rely  on  wliat  land  brings  as  to  what  it  is  worth.  You  talk  about  deflation.  That 
same  piece  of  land  I  bought— 375  acres  for  $3,750  with  the  timber  on  it— and  sold 
a  m^n  the  timber,  and  sold  it  to  the  fellow  wfyo  had  it  for  $5,000  after  I  had  sold  the 

timber  off  it. 

Mr.  Rn.vEK.  You  are  a  pretty  good  trader. 

Mr,  Stfa  KNsoN.  And  he  ^^ot  ?200  an  acre  for  nearly  all  of  it  at  a  pubhc  sale.  It 
was  inflation;  it  was  j^ot  worth  it.    It  was  worth  about  $5,C00,  and  l)rouglu  about  $50,- 

(JOO  or  $60,000.  ,        ^  i.  i  j 

Air.  SIL^  EK.  All  of  which  does  not  prove  by  far  any  large  values  of  the  farm  lands. 
Mr.  Stevenson.  Sure— what  land  brii:^  at  diff^nt  times— and  that  was  the 
reason  they  made  the  rule,  and  land  was  selling  at  $300  to  $400  an  acre,  which  was 
on  a  speculative  scale,  and  they  made  the  rule  that  $200  an  aero  f<^r  farming  purposes 
-was  all  it  was  worth,  and  that  they  would  not  loan  more  than  $2U0  an  acre,  and  they 
were  absolutely  ritjht.  I  think  the  lioard  showed  Ansdoni  which  entities  it  un4  does 
give  it  consich^ration,  ])ecause  we  ha^  o  the  men  who  could  do  it  . 

Mr.  Sii.vEK.  All  of  which  is  .-^till  in  line  with  what  I  called  attenuon,  that  that  maxi- 
mum did  not  mean  anything  when  it  was  50  per  cent  above  their  maximum  loan  on 

tlie  economic  unit.  u  i_    i    j  i. 

Mr.  Stevenson.  How  mapy  bushels  of  com  on  an  average  would  that  land  make 

in  Iowa?  ,  . 

Mr.  SiLVEK.  I  do  not  know  what  the  statistics  show  on  an  aA  crage,  but  a  good  pxpce 
of  land  out  there  will  make  from  50  to  100  bushels  to  the  acre. 

Mr.  Stevenson.  You  would  say,  then,  it  would  he  safe  to  figure  on  To  r^ushels. 
A  neighbor  of  nunc  captured  the  world  prize,  and  it  has  been  hung  up  in  the  court- 
house where  I  practiced  law  for  40  years,  by  producing  2o7f  bushels  of  com  on  one 
acre.  And  I  never  did  believe  it  until  he  hauled  the  com  in.  But  he  had  a  whole 
lot  of  agriculturists  watching  him.    If  he  produced  it  he  was  entitled  to  the  prize. 

Anower  boy  produced  228  bu^els  on  an  adjoining  farai  to  mine.  But  76  bushels 
is  a  big  lot  of  corn  to  proclYic^  on  m  acre  in  a  field  of  any  considerable  size. 

Mr.  SiLVBE.  Jt  is  mme  cww  to  a  pop^th^m^  than  to  an  lUinois  or  Iowa  fiMmery  you 

understand.  ,     •      i_      i.  u 

Mr.  Stevenson.  We  ha^'e  made  better  records  for  corn  production  than  tney  nave- 
Mr.  Silver.  I  am  not  arguing  about  that  particular  fact. 
Mr.  Stevenson.  We  will  strike  an  average  of  75  bushels. 
Mr.  Sn^vER.  All  right.  *  i_  . 

Mr.  Stevenson.  How  much  does  it  cost  to  make  that,  outside  of  thfe  investment? 
Mr.  SiLvER.  You  will  have  to  get  your  figures  from  the  Department  ol  Agriculture. 

They  have  those  figures,  il  you  want  to  ^et  them  down  to  averages. 
Mr.  Stevenson.  When  you  count  the  interest  on  your  investment— I  mean,  when 

you  count  the  expense  of  making  75  bushels  of  corn,  and  take  that  out  and  sell  the 

com ,  it  will  not  make  a  very  big  return  on  land  at  |400  an  acre? 
Mr.  Silver.  No. 

Mr.  Stevenson.  It  will  not  make  much  of  a  return  on  f200  an  acre, 

Mr.  Silver.  And  now  you  are  getting  to  exactly  the  place  I  hoped  you  would  amve 
at.  In  connection  with  your  idea  of  fixing  the  values,  when  you  commended  an 
arbitrary  fixing  place,  that  land  is  going  to  sell  just  in  accordance  with  the  retume  of 
the  land  that  justifies  it,  whether  higher  or  lower;  that  is  going  to  be  the  measure,  and 
an  arbitrary  fixing  place  is  not  going  to  settle  the  question,  whether  it  is  50,  75,  or  100 
does  not  make  any  difference— the  selling  price  of  the  production  will  fix  the  selhug 
price  of  the  land.  The  purpose  to  which  you  can  put  the  laud  and  earn  on  it  deter- 
mines its  market  price  and  determines  it  on  averages  in  big  areas. 

Mr.  GoLDSBOROuGH.  Do  you  think  it  has  been  doing  that  for  the  past  15  vears? 

Mr.  Sn.vER.  Outside  of  the  unusual  disturbance  of  the  war  time,  and  always  at  a 
war-time  period  people  are  anxious  to  get  to  the  place  that  foodstuffs  are  produced, 
which  will  determine  whether  they  are  to  exist  or  not — not  tiie  war,  but  foodstuffs — 
and  consequently  people  who  have  no  interest  in  land  will  go  out  and  buy  land  at 
almost  any  price,  and  the  same  thing  happens  in  all  countries,  just  because  of  that 
inherent  potentiality  in  human  nature — self-preservation— they  are  tr>'ing  to  find 
the  land  when  worst  comes  to  worst:  and  that  disturbs  the  ordprly  procedure  of  other 
tixae&.  Aside  from  that  time,  I  would  say,  yes. 
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Mr.  GoLDSBOROUOH.  It  has  not  been  so  in  my  home  county.  I  do  not  know 
whether  it  has  been  so  in  the  West  or  not.  In  my  country  the  price  of  land  in  the 
past  12  years  has  never  been  justified  by  the  yield. 

Mr.  Silver.  What  are  the  local  situations  as  to  cities,  etc.,  ^e  other  purposes  to 
which  the  land  can  be  put? 

Mr.  (loLDSBOROUGH,  You  probably  know  the  locality— the  Eastern  Shore  of 

Maryland? 

Mr,  Silver.  Yes;  and  there  are  no  large  cities  there  particulaily  to  effect  it;  and 
by  what  other  measure  would  they  determine  the  value  of  the  land  other  than  a 
reasonable  return  on  it?  People  on  account  of  the  safety  of  land  will  take  a  less 
average  return  than  they  would  in  an  industry  tfaAt  is  not  so  basic,  and  it  is  ordinarily 
affected  less  by  markets  and  prices  and  values.  But  otherwise  than  that,  that  land 
must  be  in  the  main  priced  by  what  it  will  produce  in  net  results. 

Mr.  GoLDSBORorGn.  But,  at  the  same  time  the  price  in  my  locality  has  been 
influenced  largely  by  speculation  and  more  particularly.  I  think,  by  tlie  influence  of 
the  scout  farm  agency,  which  brought  pecjple  in  there  from  localities  where  land  was 
selling  for  a  great  deal  more,  and  laud  has  been  unloaded  on  them  continuously  at 
prices  that  are  not  justified. 

Ifir.  Silver.  That  can  happen  in  local  communitiee,  but  it  can  not  happen  through- 
out the  country.  The  farm  lands  of  the  country  have  got  to  reflect  the  prosperity  or 
adversity  of  the  production  of  the  farm. 

Mr.  Stkvenson.  I  just  wanted  to  give  you  an  idea  of  the  way  my  mind  is  running 
on  this,  that  this  concern  was  established  for  the  purpose  of  building  up  the  most 
prosperous  and  economical  system  of  agriculture  and  land  o\vnership,  and  that 
whatever  is  necessary  to  do  that,  and  nothing  more,  is  what  should  be  done — not  ])Ut 
it  in  the  business  of  lending  money  in  competition  Avith  insurance  companies  and 
everybody  else.  It  does  not  make  any  difference  what  they  do-  We  should  lay  out 
our  comae  and  hew  to  it;  and  it  has  run  in  my  mind  ever  since  I  have  heard  this  testi- 
mony about  the  Middle  West  that  the  economic  unit  seems  to  have  been  agreed  upon 
pretty  generally  in  strict  farming  at  about  160  acres,  and  that  the  Farm  Loan  Board 
itself  has  limited  their  loans  to  $100  an  acre;  and  therefore  that  is  the  maximum  limit 
and  it  ought  to  be  raised  to  $16,000.  That  has  been  running  through  my  mind,  but  I 
have  got  to  be  shown  before  I  will  a^ree  to  raise  it  any  more.  You  might  show  me. 
I  am  not  an  uiu'easouable  man,  but  1  am  a  little  lixed  in  my  opinions, 

Mr.  Silver.  As  I  called  attention  to  just  a  moment  ago,  that  KiO  acres  was  the  unit 
zeccffdzed  in  days  gone  by  but  it  is  not  the  eccmconic  umt  today  in  that  same  section, 
nor  does  it  measure  the  acreage  per  econcnnic  unit  lor  all  the  various  activities  of  agricul- 
ture. You  can  not  measure  by  the  same  acreage  as  to  dairy  farming,  fruit  growing, 
ranching,  cereal  growing,  cotton  growing,  etc.  The  acreage  is  not  the  determination 
of  the  economic  unit,  and  you  want  the  farm  products  produced  economically,  and  in 
order  to  produce  economically  you  must  finance  the  economic  unit,  A^  hatever  it  may 
be— I  do  not  c^are  whether  200  acres  or  300  acres  or  500  acres.  It  is  not  the  number  of 
acres;  it  is  the  economic  unit,  if  you  are  to  conserve  not  only  the  farmer  but  the  public 
interests  in  producing  foodstuffs  or  raw  material  for  clotliing. 

And.  again,  the  only  difference  between  authorizing  what  agriculture  may  need  in 
this  hill  and  not  authorizii^  it  is  whether  the  farmer  is  going  to  be  able  to  turn  to  the 
oaily  instrumentality  tiiat  the  Government  sets  up  for  him  to  get  long-time  loans. 

Here  is  the  instrumentality  for  financing  the  agricultural  industry — am  not  dis- 
cniBsing  intermediate  credits — this  is  the  only  instrumentality  for  providing  long- 
time money,  and  the  money  that  he  does  not  get  through  this  he  pays  a  commission 
and  brokerage  on  the  outside,  as  was  shown  in  1921  by  our  referendum  that  in  addition 
to  paying  6  to  10  per  cent  interest,  that  they  paid  2  to  10  per  cent  commission  on  top 
of  it,  and  that  is  where  the  Government  has  not  functioned  as  the  farmer  has  a  right 
to  expect  it  to  function,  for  it  reserves  all  powers  in  the  Constitution  for  Ihe  creation 
and  distribution  of  money  and  credits;  and  when  it  does  not  function  it  places  the 
fanner  at  the  disadvantage  of  having  to  deal  with  the  fellow  who  imposes  very  burden- 
some requirements  in  many,  many  instances. 

Mr.  Stevenson.  We  have  not  left  him  entirely  without  recourse  when  he  gets  up 
to  those  lai^e  loans,  and  it  was  in  evidence  by  Mr.  Lever  yesterday,  atid  I  happen  to 
know  that  is  true,  that  the  insurance  companies  have  now  entered  the  field  and  also 
the  big  loan  companies,  on  the  same  rate. 
Mr.  Silver.  Because  of  

Mr.  Stsvbkson  (interposing).  Well,  certainly;  and  then  there  had  been  no  raise 
in  the  limit. 

Mr.  SiLVBB.  But  with  the  threat  and  the  alternative. 

Mr.  Stevenson.  I  do  not  think  it  is  that.  They  are  not  scared  of  threats.  lUit  it 
is  because  the  joint-stock  land  banks  have  unlimited  right  practiGsdly  to  go  into  the 
same  field  as  the  joint-stock  land  banks  are  driving  it  down. 
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Mr.  Silver.  Of  course  they  are  dri\ing  it  down 

Mr.  Steven'sox.  That  is  private  capital  put  up,  don't  you  see,  again'?  So  that  the 
necessity  of  the  farmer  is  being  met  even  with  the  §10,000  limit.  But  ihe  dri\ing 
down  of  the  rate  of  interest  and  the  instances  of  these  other  loan  companies,  because 
of  the  fact  that  the  joint-stock  land  banks  are  invading  their  held,  and  they  are  having 
to  meet  their  rates.   That  is  all  there  is  to  it.  ^ 

Ifr.  StLVBR.  That  part  is  very  true  

Mr.  Stkvenson.  And  therefore,  as  I  say,  the  immediate  urgency  of  tiie  increasing 
of  the  limit  is  not  so  great  as  it  would  otherwise  be. 

Mr.  Silver.  \\*hy,  it  is  just  as  great  as  it  can  possibly  be,  whilst  the  larger  and 
more  capable  farmer,  who  may  be  a  business  man  and  trader,  can  trade  and  buy, 
because  he  has  more  contracts.  It  does  not  mean  that  every  fellow  who  is  not  a  good 
trader  will  not  be  held  up  and  charged  unconscionable  commissions;  that  is^what 
the  old-line  farm  mortgage  companies  are  charging  where  they  could  get  to  it,  and 
whenever  you  fail  to  give  him  an  instnunentality  to  protect  him  from  that  dass  of 
jieople  by  not  giving  a  proper  access  to  the  sources  of  credit. 

And  the  point  is  mis:  It  does  not  take  a  bit  more  money  from  the  national  reservoir 
of  money  and  credits  to  finance  him,  if  you  make  your  maximum  loan  wherever  he 
may  need  it  than  it  does  otherwise,  or  whether  he  is  financed  through  this  system  or 
through  some  other  method,  it  takes  the  same  amount  of  capital  and  it  takes  the  same 
amount  of  credits.  It  does  not  take  a  penny  more  from  the  national  reservoir  of 
money  and  credits. 

Mr.'GoLnsBORou(iH.  Does  it  not  increase  the  amount  of  tax-free  securities,  and 
does  it  not  increase  to  that  extent  the  liability  on  some  other  unit? 

Mr.  SuiVER.  Not  if  he  turns  to  the  joint  stock  land  banks.  It  does  not  make  a 
penny's  difference  in  the  tax-free  securities;  and  whilst  our  organization  is  on  record 
as  opposii^  tax-free  securities,  but  please  do  not  bring  in  the  subjecit  of  nuxalizinig 
on  tax-free  securities  while  other  groups  are  enjoying  those  tax-free  securities. 

Mr.  GoLDSBoaouGH.  You  said  it  would  not  increase  the  volume. 

Mr,  SiLVKu.  It  will  not  increase  the  volume  of  the  amount  of  moneys  needed  for 
their  financing.  It  is  only  a  question  whether  he  gets  it  in  this  system  or  out  of  the 
sjTstem.  He  will  have  the  same  need,  whether  you  make  it  $10,000  or  ?20,000.  Ir 
will  depend  on  what  it  may  cost  him.  It  may  cost  him  less  to  get  it  here  but  more 
outeide.   But  it  does  not  reduce  llie  amount  of  his  demand  and  need. 

Mr.  GoLPSBORouGH.  You  do  not  think  the  necessity  of  gating  it  outside  of  the 
system  would  tend  to  strain  the  inflation,  then,  do  you? 

Mr.  SiLVEu.  It  just  makes  it  liigher  priced  to  him  and  adds  ^  burden  to  an  already 
distressed  business. 

Mr.  Goldsborou(;h.  Tt  has  been  testified  to  here  and  has  been  my  experience,  too, 
that  a  landlord  could  not  get  6  per  cent  on  an  average  from  his  tenant  on  the  present 
selling  price  of  land.  Now,  should  he  not  be  able  to  get  from  5  to  6  per  cent,  mdeBB, 
as  a  matter  oi  &ct,  the  form  lands  are  sdling  for  mom  than  they  should  adl,  conmder* 
ing  the  average  economic  value? 

Mr.  SiLVBB.  Have  lands  in  this  country  ever  paid  5  or  6  per  orat  in  cropping? 

Mr.  GoLDSBOROUGH.  I  do  not  know;  I  can  not  answer  that. 

Mr.  Silv  er.  I  think  not.  1  think  that  the  whoh^  renting  return  throughout  the 
country  for  many  vears — I  do  not  know  how  far  back,  certainly  since  the  Civil  War — 
have  not  averaged  a  6  per  cent  return.  So  that  as  I  said  earlier  in  my  testimony,  the 
investor  in  lands  will  take  a  less  average  return  because  of  the  safety  of  it  than  m  will 
in  some  other  business. 

Now,  if  the  settlement  day,  March  1  in  the  western  country  and  April  1  farther  ea^t, 
is  to  arrive  and  bo  met  by  these  fanners— and  they  are  the  only  ones  who  can  qualify 
who  have  land — ^the  importance  of  our  advancing  this  bill  rapidly;  and  whatever 
maximum  you  may  figure  will  take  some  time  for  the  applications  to  be  filed,  in- 
vestigations to  be  made  and  that  service  rendered  at  that  time;  if  it  is  not  done  in 
that  time,  when  the  settlement  day  comes  those  men  will  be  subjected  to  just  exactly 
what  tliey  have  been  on  settling  days  gone  by;  that  is,  unconscionable  commissions 
and  brokerage  charges  for  renewals. 

And  any  maximum  that  does  not  take  care  of  them  will  just  bring  around  the  same 
condition;  and  keep  in  mind  that  laiger  unit  rather  than  the  smaller  unit  produces  Hie 
surplus  foodstuffs  that  are  available  for  amsumption  by  other  than  the  farmer. 

The  small  farm,  the  hillside  farm,  the  land  that  carries  less  plant  foods  are  the  lands 
that  can  qualify  under  the  figures  and  terms  which  we  have  heretofore  discussed. 

Mr.  GoLDSBORouoH.  Does  not  the  present  limit  tend  to  check  them? 

Mr.  Silver.  Not  a  bit. 

Mr.  GoLDSBououGH.  Why  not? 
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Mr.  SiLVKR.  It  has  the  effect  of  inakine:  their  loaus  higher  ])ric<^d,  for  llicy  do  not 
have  the  good  risk.  The  man  who  is  going  to  invest  determines  the  profits  and  will 
take  a  better  risk,  the  larger  and  more  capable  fellow  and  the  fellow  with  the  better 
plant. 

Mr.  GoLDSBOROUGH.  Do  you  not  think  increasing  this  limit  will  tend  to  direct  the 
attention  of  the  Federal  &nn  loan  banks  toward  the  laa^r  loans  than  the  smaller 
loans? 

Mr.  Rtlvkik  If  cannot  change  the  size  of  the  farm.  The  farm  size  is  fixed  by  this 
economic  unit  as  nearly  as  pos?iV)]o,  and  tho  nood  is  based  on  tliat,  and  you  cannot 
make  tiii^  farm  conform  to  the  bankers  idea  if  the  idea  difiVi's  from  what  is  right. 

Mr.  GoLusHououGH.  The  small  loan  comes  in  and  also  large  loans.  Tlae  small 
loan  can  very  easily  be  given  proper  consideration. 

Mr.  Silver.  I  can  not  think  that  for  a  minute.  I  think  that  if  there  was  any  rea- 
son for  any  preference  it  woukd  be  given  the  smaller  fellow;  but  at  the  same  time 
there  is  no  reason  for  discriminating  between  either  of  them. 

There  is  an  abundance  of  monev.  Secr<Marv  Mellon  testifies  to  that  and  other 
disTinguish^'d  financiers  testiticd  io  it.  It  is  not  a  question  of  mono}';  it  is  a  question 
of  instrumentality  for  securinii;  this  credit.  It  is  not  a  question  of  any  scarcity.  Tliere 
is  enou2:h  for  all  of  rhem.  or  th'^y  would  not  b(?  linanecd  now.  it  there  was  not  a  suf- 
ficient amou!it.  it  is  a  question  of  whether  they  haw*  accessibility.  It  requires  au 
instrumentality  that  gives  them  access  to  these  credits,  or  they  are  penalized. 

It  does  not  help  anybody  except  the  broker  to  limit  the  loan;  you  only  punish 
some  people  and  do  not  help  the  others. 

And  the  fellow  you  are  intending  to  help  youstartout  with  a  little  loan,  and  the 
little  fellow- 
Mr.  GoLDSBOKoi  GH  duterposingj.  What  is  the  theory  then,  uf  liaving  any  limit 
at  all,  say  the  limit  of  ??25.0nO? 

Mr.  Silver.  If  I  were  drawing  that  bill  I  would  just  make  it  like  the  joint  stock 
land  banlis,  in  the  jud^meni  of  the  board,  and  let  them  sit  like  every  other  bank 
board  that  extends  cre<flt  throughout  the  country.  You  lay  down  your  collateral  and 
It  justifies  a  certain  extension  of  credit,  no  more  and  no  less,  and  in  proportion  as  that 
is  justified  as  it  is  asked  for  they  would  be  accommodated.  The  farmer  is  the  only  nian 
you  put  a  limit  on  except  based  on  his  needs,  and  on  the  collateral  he  puts  up  along 
with  it.  .  ^  , 

yh\  '  ioi.osBOHoroTT.  There  only  one  other  thins:  T  would  like  to  ask  about.  1  am 
sure  thai  '^e\'eral  members  of  the  committee- — possibly  all  of  them;  (Hn-tainix'  I  ni\self 
d('  re:^^ard  tiie  delil-erate  opinion  *:)f  the  Federal  Farm  Loan  Board  very,  very  seri* 
ou^Iy.  I  ha\  e  got  an  imj)ression  from  the  testimony  ^iven  at  this  hearing  and,  in  fact, 
I  thiuk  practi^ly  all  the  members  of  the  Farm  Loan  Board  who  have  appeared 
before  this  committee  have  been  particularly  interested  in  the  other  phase  of  the- 
bill,  the  reorganization  features,  and  not  in  the  matter  of  increasing:  the  loan  limit; 
in  fact,  I  have  v:ot  an  impression  that  if  the  bill  could  be  passed  without  the  increase 
in  the  loan  limit  that  they  Avould  i  refi'r  it.  I  think  Governor  roo])Cr  in  his  testimony 
a  day  or  two  ai^o  indicated  by  hit^  statemt'i\1s  that  he  favored  the  small  land  owiior 
rather  than  le.2:islation  which  w  oidd  tend  to  increase  the  farm  unit.  What  do  you  tliink 
about  the  other  features  of  \h\<  lull,  a.nde  from  the  increase? 

Mr.  Silver.  Let  me  speak  a  little  to  that  one  thought  that  you  have  suggested: 
There  are  two  schools  of  thought  so  far  as  the  unit  is  concerned.  There  is  one  school — 
and  there  are  many  of  th^ — ^that  believe  that  the  farmer  is  a  yokel,  and  that  he  has 
an  unhappy  lot:  that  he  has  chosen  that  either  by  choice  or  by  opportunity;  and 
that  he  must  live  in  his  own  misery  for  being  in  the  class  of  a  farmer  and  as  they  pic- 
ture him  an  unhappy  lot.  There  is  another  school  of  thought  that  belie^/es  that  the 
farmer  is  a  business  man  and  is  entitled  to  just  the  same  opportunity  that  any  other 
business  man  is;  and  in  asking  for  the  removal,  as  the  Farm  F^ureau  has,  of  the  ?iO,000 
limit,  they  were  looking  on  the  farmer  as  a  business  man  and  agriculture  as  a  calling 
the  same  as  any  other  calling,  and  they  wanted  to  continue  their  sons  and  daughters 
on  the  farm  as  a  calling  that  would  measure  up  with  any  other  calling,  the  same  talent 
a]>plied  and  the  sanie  money  invested. 

Those  are  Ihie  two  schools  of  thought:  One  man  looks  on  the  fanner  as  a  little  fellow 
and  pictures  him  as  a  peasant;  the  other  looks  on  the  farmer  as  a  business  man  and 
worthwhile  fellow,  and  that  makes  the  dividing  line  as  to  whether  it  is  a  trig  loan  or  a 
little  loan  that  you  fix  in  the  bill. 

Mr.  GoLDSBOROUGH.  You  do  not  think  the  theory,  then,  that  the  farmer  should 
accept  his  unhappy  lot,  as  you  have  expressed  it  yourself,  is  the  theory  of  the  Federal 
Farm  Loan  Board? 

Mr.  Silver.  In  former  hearings  the  board  has  testified  against  the  removal  of  the 
$10,000  maximum,  the     per  cent  bill,  the  working  capital  bill:  and  at  one  time- 
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testified  that  they  would  never  loan  more  than  $150,000,000  in  any  one  year,  and  at  a 
later  time  not  to  exceed  $200,000,000 — all  of  which  is  wholly  insufficient  for  financing 
the  $80,000,000  business,  because  this  is  the  only  instrumentality  auth<»ized  by  law 

for  long-time  invested  capital  in  farm  lands. 

Mr.  GoLDSBOROUGH.  That  brings  us  to  another  featnre  of  the  bill.  I  was  unable 
to  get  here  at  half  past  10  and  maybe  you  have  ^o^'ered  it.  What  is  your  view,  if  you 
care  to  express  it,  as  I  do  not  know  whether  you  have  any  interest  in  it  or  not — as  to 
the  provisions  of  this  bill  which  change  the  administrative  features,  change  the 
number  of  diiectorain  the  Fedend  farm  loan  banks  and  change  the  mode  of  election? 

Mr.  SiiiVSR.  I  think  that  the  time  has  come  for  permanent  oiganization  to  be  made, 
and  I  am  in  accord  with  the  method  of  making  that  precisely  according  to  this  bilL 

Mr.  GoiiDSBOROUOH.  Are  you  in  favor  of  the  present  bill? 

Mr.  Silver.  Yes,  and  for  the  reason  that  the  farmer  would  get  of  his  own  choosing 
one-half  of  the  board,  and  the  seventh  man,  under  the  terms  of  the  bill  would  be  a 
farmer.  He  would  get  three  of  the  seA*en,  and  the  fourth  man  must  be  a  farmer  under 
the  terms  of  the  bill.  So  there  would  be  four  farmers  in  any  event  out  of  seven,  and 
I  think  the  farmers  would  take  a  chance  of  fom*  f aimers  out  of  seven.  The  others 
ma|r  or  may  not  be  farmers,  but  they  would  take  a  chance  with  that  bill.  By  taking 
three  and  making  the  fourth  man  a  farmer,  whilst  jmntly  selected,  it  makes  four 
actual  farmers. 

Mr.  GoLDSBOROUGH.  You  understand,  of  coiu^e.  that  the  control  of  that  sevefilb 
member  would  be  practically  in  the  liands  of  the  Federal  Farm  I^oan  Board? 

Mr.  Silver.  I  understand  that  the  Farm  Loan  l^oard.  if  they  saw  fit,  might  have  a 
very  great  influence  in  the  selecting  of  that  fourth  man. 

Mr.  (TOLDsnoiioi  OH.  How  could  it  be  otherwise  than  that  they  would  control  it? 

Mr.  Silver.  1  do  not  think  for  a  minute  that  they  can  afford — I  am  talking  about  the 
personnel — ^to  take  that  position;  and  certainly  not  in  many  instances,  or  there  would 
be  sudi  a  protest  against  that  board  that  thei^  would  be  vacancies.  I  can  not  think 
that  the  Farm  Loan  Board  will  put  itself  in  the  position  of  gettii^  the  harvest  it  would 
be  bound  to  reap  if  it  did  determine  that  in  many  instances. 

Mr.  GoLi)si30KOT*GH.  The  testimonv  here  bv  tho  membors  of  that  board  has  been 
an  acquii'scence  in  the  theory  of  the  connnittoo  that  the  pur]H)Se  of  the  lull  is  to  inve 
them  control  of  the  naming  of  the  se\  euth  member.  There  is  not  any  question  about 
that.    The  testimony  has  yhown  that. 

Mr.  Manson.  Judge  Ijobdell  specifically  stated  that. 

Mr.  GoLDSBOROUGH.  Judge  Lobdell  specifically  stated  that,  and  I  think  Govanor 
Copper  did,  if  I  fiiin  not  mistaken. 

ifir.  StnT&B.  If  in  their  determination,  as  you  announced,  that  they  go  out  to  control 
the  seventh  man,  and  it  is  not  in  line  with  the  farmers'  \  iew})oint,  there  certainly 
would  be  very  serious  friction,  and  I  think  no  board/'ould  stand  up  against  it  Ion?. 

Mr.  GoLnsBOROTTGH.  What  do  you  think  about  the  proAision  in  the  bill  which  will 
result  in  the  nonconformation  of  any  farm  ori^anization  now  in  existence? 

Mr.  Silver.  I  do  not  sul>scribe  to  that  viewpoint.  1  can  not  think  for  a  moment 
what  the  naming  of  an  agent  in  certain  communitic  s  where  they  are  not  now  being 
well  served  would  have  to  do  \dth  liquidating  the  existing  association.  There  is  a 
provision  in  Hiere  for  liquidation,  whidi  I  think  is  rig^t  smd  proper,  because  some  of 
the  associations  may  want  to  quit  business  and  it  is  an  opporunity  for  them  to  quit. 
But,  on  the  other  nand,  imder  the  terms  of  the  bill  any  time  they  are  10  loans  the 
famiors  themselves  can  form  a  new  association :  it  does  not  prevent  them  from  going  on. 

Mr.  Manson.  Mr.  Silver,  do  you  realize  that  the  sole  ]>urpose  of  ha\  ing  an  associa- 
tion is  to  secure  the  action  backed  by  iinancial  rosponpil>ility  of  local  pr-oplc  on  an 
a]>])lication?  In  other  words,  as  it  is  now  whenever  a  new  uuMuber  is  admitted  to  an 
association,  every  member  of  that  association  assumt^s  a  liability  of  that  loan  up  to 
10  per  cent  of  the  amount  of  his  stock,  as  a  matter  of  fact. 

Mr.  Siiiv$!K.  Five  per  cent  in  the  subscription  of  stock  and  an  added  5  per  cent. 

Mt,  MAHdON.  And  that  when  it  becomes  known  that  lhat  liability  can  be  escaped 
•by  the  mere  vote  to  dissolve,  that  their  inducement  is  then  to  the  fellows  who  have 
afready  got  their  loans  to  dissolve,  and  there  is  no  indvcement  to  stay  in  the  system, 
and  certainly  no  inducement  to  assume  that  liability  after  they  have  got  their  loan. 
There  is  certainly  no  inducement  to  them  to  form  an  organization — the  only  effect 
of  which  will  be  to  load  onto  them  a  lia])ility  they  have  not  got. 

Mr.  Silver.  This  bill  does  not  free  him  at  all;  he  has  got  to  buy  stock  and  ha^'e 
the  same  liability. 

lit.  GolDSBOBOUGH.  Ho  do68  not  have  to  guarantee  anybody  else's  loan? 
Mr.  SttVER.  He  has  to  buy  the  stock,  and  that  is  all  the  guaranty  he  has. 
Mr.  Manson.  It  is  put  in  a  different  place;  in  the  one  instance  it  is  the  guaranty 
ct  an  indoiBer  which      be  enfcmsed  as  socm  as  a  payment  is  due;  tibus  the  loss  nev« 
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falls  on  the  bank.  And  it  is  also  assumed  by  people  in  the  locality  who  have  an 
opportunity  to  protect  themselves  against  an  improvident  loan,  while  in  the  case  of 
tne  direct  loan  the  double  liability  is  the  debtor  instead  of  the  indorser,  and  can  not 
be  enforced  until  the  bank  has  become  insolvent.  In  other  words,  the  double  liability 
now  is  at  a  place  where  it  can  protect  the  bank  against  ever  becoming  insolvent, 
while  under  direct  loans  the  double  liability  will  be  Jbad  and  placed  where  it  will  be 
f<»r  the  benefit  of  the  bcmdholder^  after  the  bank  has  gone  into  a  state  of  iiusdvency. 

Mr.  SUiVER,  That  does  not  ehsoige  the  &ct  that  when  he  gets  a  direct  loan  xand&t 
this  bill  he  just  Imys  the  same  amount  of  stock  and  has  the  same  ccmditions  as  at 
present. 

Mr.  GoLDSBORouGH.  As  a  matter  of  fact,  does  not  the  present  law  catch  up  the  lia- 
bility more  quickly  and  prevent  an  accumulation  of  liability  there? 

Mr.  Silver.  I  do  not  so  understand;  I  do  not  subscril:)e  to  that  at  all. 

Mr.  Corey.  I  do  not  like  to  interrupt  you,  but  Mr.  Manson  is  again  mist^en  in 
his  conclusion,  and  I  am  sure  that  neither  he  nor  you  will  want  to  be  mided  by  the 
contention  tiiat  is  being  made  that  the  bonds  are  weakened  by  reason  of  this  chanfoe 
in  the  law.  As  a  matter  of  fact,  the  bonds  are  a  very  material  restraint,  and  ii  you  mu 
pardon  tihe  interruption,  Mr.  Sih  er,  I  think  I  can  work  it  mt  in  just  It  mmmA.  « 

Mr.  Silver.  All  right;  go  ahead. 

Mr.  Corey.  To-da}'-  the  individual  stockholder  is  liable  for  a  iOO  per  cent  assessment 
and  that  liability  is  a  lial^ility  which  is  in  favor  of  his  association.  That  is  true,  we 
will  all  agree.  The  association  indorses  the  loan  of  the  particular  association — ^indorses 
it  to  protect  the  land  bank.  If  the  thing  they  say  happens,  that  is  to  say,  that  in  the 
couise  of  two  years  all  the  associations  will  liquid£i.te  and  each  borrows  would  be  a 
stockholder  in  the  Federal  land  bank,  the  double  liability  then  is  a  liabili^  to  die 
bank  and  not  the  association. 

Now,  what  is  the  situation  you  have,  then?  Take  our  particular  land  bank  of 
Omaha.  You  would  have  every  stockholder  in  the  land  bank  of  Omaha,  with  its 
$75,000,000  of  loans,  with  the  national  bank's  double  liability  provision  as  to  each 
stockholder.  I  say  that  would  be  infinitely  stronger  from  the  viewpoint  of  the  bond- 
holder than  the  present  situation,  for  this  reason:  Suppose,  for  example,  that  every 
association  in  the  State  of  Wyoming  and  South  Dakota  should  fail.  Bach  stockholder 
under  the  double  liability  provision  is  liable  to  his  association.  But  tiiose  &iliireB  in 
those  two  states  might  precipitate  the  failure  of  the  Federal  Land  Bank  of  Omaha, 
and  the  Federal  Land  Bank  of  Omaha,  to  save  itself  from  failure,  could  not  call  upon 
a  single  association  in  either  Nebraska  or  Iowa  to  save  itself  from  failure,  if  the  associa- 
tion obligations  would  be  taken  care  of.  But  if  the  individual  stockholders  own  stock 
in  the  land  bank,  it  prevents  the  failure  of  the  land  bank,  no  loatter  how  many  associa- 
tions inieht  fail. 

Mr.  GoLnsBOROUGH.  But  ultimately  the  security  of  the  bonds  rest  upon  the  pro- 
priety of  loans.  And  when  you  liquidate  these  associations,  you  get  rid  of  the  value 
of  security,  with  which  every  member  of  that  association  watcdies  a  new  loon,  because 
of  the  f&ct  that  he  has  some  liability  Ih^e  if  that  loan  is  not  a  proper  one. 

Mr.  Stboko.  That  k  a  good  theory,  but  let  us  now  have  the  present  existing  facts 

about  it.  .  . 

Mr.  Corey.  You  are  ri?ht  in  theory,  but  in  practice  in  the  average  association  no 
particular  attention  is  paid  by  the  association  to  the  loan  proposition.  Thatis  the  prac- 
tical situation,  whether  it  is  right  or  wrong,  that  is  the  situation;  and  that  the  loan  is 
made  by  the  Federal  land  bank  as  a  unit,  relying  upon  the  examination  of  theFed- 
ersd  appraisals. 
Mr.  Manson.  Might  I  add  a  suggestion  right  here? 
Mr.  Strong.  Yes- 
Mr.  Maki§on.  If  we  wiU  read  the  provisions  of  the  original  law  and  of  this  bill  we  will 
find  that  the  liability  under  the  existing  law  does  not  run  to  the  association,  nor  does 
the  liability  under  this  bill  run  to  the  bank.  The  liability  under  the  existing  law  runs 
to  the  creditors  of  the  association,  which  is  the  bank;  the  liability  under  this  bill  runs 
to  the  creditors  of  the  bank,  who  are  the  bondholders.  The  language  of  the  act  m  both  ■ 
instances  is  that  the  stockholders  shall  be  under  this  double  liability,  to  answer  for  the 
contracts,  debts,  and  defaults  oithe  association  under  the  existing  law  and  of  me  bank 
under  the  bill.  That  means  simply  this:  That  while  vou  seem  to  have  the  same 
amount  of  aggregate  liability  at  the  present  time  and  there  is  the  same  amount  of 
aggr^te  security  begind  the  bonds,  in  the  one  instance,  the  security  is  where  it  can 
prevent  the  baiJc  from  ever  reaching  the  point  where  the  bondholder  suffers  a  default 
m  the  payment  of  interest  when  it  is  due.  There  is  no  occasion  for  this  double  liability 
act  as  an  additional  security  for  the  bond,  after  the  bank  has  liquidated.  The  secunty 
of  the  mortgages  themselves  is  adequate  in  the  course  of  time  to  pay  out  the  bond- 
holdeiB. 
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1  do  not  think  anybody  entertains  the  idea  tliat  if  you  would  wipe  out  this  double 
liability  entirely  the  bodholders  holding  bonds,  backed  by  the  class  of  mortgages 
that  secure  these  bonds,  would  ever  suffer  a  dollar  of  loss  in  the  long  run.  But  it  is 
as  important  to  my  mind  that  the  interest  be  paid  when  due  as  it  is  that  the  bonds 
be  adecinately  secured  because  if  there  was  one  default  by  any  bank  in  the  payment 
ot  the  int^est  when  due,  even  though  that  default  onl]^  extended  for  one  week,  it 
would  so  weaken  the  system  as  a  whole  that  it  would  be  impossible  to  sell  bonds. 

The  financial  ad\'antage  of  the  present  system  is  that  the  liability  can  be  invoked. 
There  are  several  financial  advantages.  In  the  first  place,  the  dividend  of  the  associ- 
ation can  be  looked  to,  and  is  looked  to,  to  meet  the  dcfaulls  of  individual  members 
of  the  association.  There  is  a  practical  remedy  that  is  now  being  resorted  to  to  keep 
losses  off  of  the  books  of  the  bank,  to  keep  the  books  of  the  bank  from  reflecting  a 
laige  amount  of  unpaid  installments  of  interest  and  amortization  payments,  with  the 
consequwtly  hi^er  stuiding  for  the  bank  in  the  bond  market;  in  the  second 
place,  the  doable  liability  to-day  is  wh^  it  can  be  enforced  before  the  bank  has 
suffered  any  loss  at  all.  That  is  entirely  outside  of  the  question  that  if  an  agent  who 
does  not  indorse  the  loan  every  incentive  that  that  agent  has  is  to  make  the  loan 
regardless  of  whether  the  moral  risk  is  good  or  bad,  as  long  as  the  farm  is  appraised 
at  a  price  which  will  permit  the  loan  to  be  made,  while  under  the  existing  system 
the  financial  incentive,  instead  of  being-  for  the  making  of  the  loan,  is  against  the 
making  of  the  loan  if  the  moral  risk  is  bad. 

Mr*  SiatONO.  I  do  not  want  to  prolong  this  controvemy,  but  I  am  certain  tiiat 
Mr.  Manson  does  not  wwt  to  be  in  the  record  as  stating  that  if  one  member  d^ultB 
in  the  payment  of  interest  it  is  going  to  wreck  this  syst^. 

Mr.  Manson.  I  do  not  say  that. 

Mr.  (.'grey.  Just  one  word,  and  then  I  am  through.  You  have  sent  out  to  the 
secretary-treasurers  throughout  the  country  on  January  3  another  letter  advancing 
the  theory — and  you  are  just  as  much  mistaken  about  some  of  your  old  theories  as 
your  new  theories  that  you  admitted  in  the  record  were  wrong  

Mr.  Manson.  I  do  not  admit  any  theories  were  wrong.  I  admitted  certain  iieto 
were  inaccurate, 

Mr.  Strokg.  If  they  wweinaccuiato^&eywefe  wrong. 

Mr,  Manson.  They  were  not  theories. 

Mr.  Corey.  I  will  say  this,  Mr.  Manson,  that  before  you  in  the  future  make  certain 
statements  with  reference  to  a  banking  institution,  it  is  a  fundamental  rule  of  business 
that  a  man  ought  to  know  the  facts  before  he  makes  the  statement,  and  you  made 
statements  in  your  circular  in  August  that  certainly  shows  ignorance  and  certainly 
shows  a  lack  of  r^ard  for  a  big  financial  institution.   Your  statement  now  

Ifr.  Manson.  I  chdlenge  mat. 

Mr,  CoBJsr.  In  your  stat^nmt  now,  in  yom*  Idier  that  yon  maUed  out  January  3, 
to  our  secretary-trmsurers  on  the  point  we  are  now  discussing,  I  contend  your  theotrjr 
is  entirely  wrong.    I  submit  that  I  know  nothing  about  bonds;  and  I  guess  that jrou 

know  a  little  more  about  it  than  I  do.  But  I  venture  to  suggest  that  this  proposition 
we  are  discussing  can  be  put  up  to  any  reputable  bond  house  in  America,  whose 
judgment  ought  to  be  good,  and  they  will  agree  that  the  change  as  provided  in  this 
bill  will  strengthen  the  law. 

Mr.  Manson.  The  question  we  are  discussing  is  the  question  of  the  law  of  corpo- 
rations. ' 

Mx.  Sn^YSR.  Resuming  just  at  the  point  we  were  discussing:  With  the  experi^ice 
of  a  &mer  and  president  of  a  form-loan  assodatkm,  and  the  conclusion  of  our  group 
on  this  subject,  I  want  to  say  that  those  terms  are  acceptable,  for  we  believe  that  it 
will  not  destroy  the  cooperative  feature  of  the  county  association  of  the  National 
Farm  Loan  Association,  and  it  will  in  fact  build  them  up,  for  the  naming  of  an  agent 
in  a  community,  with  the  authorization  under  this  bill  to  make  an  additional  associa- 
tion at  any  time  there  is  the  legal  number  of  borrowers,  will  cause  the  system  to  grow 
rather  than  retard  it  or  decrease  it;  and  it  will  not  only  do  that  but  it  will  increase 
its  efficiency,  it  will  enable  ^e  hameit  in  a  more  remote  aectum  to  secure  the  need 
that  he  is  not  now  able  to  get. 

So  that  we  subscribe  to  that  belief  and  those  terms. 

We  think  well  of  the  proposal  to  issue  the  seeuzities  in  a  national  way  instead  of  a 
group  way,  which  has  not  been  heretofore. 

There  is  an  outstanding  illustration  of  that  in  the  case  of  New  York,  where  it  author- 
ized for  certain  purposes  the  expenditures  of  farm-loan  banks  in  that  district  and  to 
the  advantage  of  those  of  the  other  district*  It  would  prevent  a  repetition  of  that  in 
o&keat  States  or  other  places/  n&aney  cetera,  where  tiieee  bonds  must  be  sold,  and 
ther^re  be  helpful  to  the  rural  (ocoupe  lAidi  do  not  have  aoeeas  to  money  in- their 
oonununities  but  must  go  into  &e  lai^  marlcets. 
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In  section  5  I  have  a  memorandum  here  of  the  different  things  it  sets  out  to  do, 
and  which  I  will  ask  to  be  inserted  in  the  record,  that  I  may  have  referred  definitely 
to  each  of  the  provisions. 

Section  5,  where  it  provides  for  liberalizing  the  purposes  to  which  the  loans  may 
be  made,  it  is  certainly  worth  while  and  right,  and  I  would  be  very  glad  to  seethe  word 
education  "  inserted  in  there  along  idth  it,  whilst  the  national  board  at  this  time  that 
that  is  a  proper  purpose,  I  b^eve  it  should  be  mandate^  and  a  part  of  the  <»gaQic 
law* 

I  believe  I  have  mentioned  and  referred  to  each  of  the  pdnts,  unkas  there  is  scone 

question  on  these  subjects  

Mr.  Strong.  Have  you  discussed  the  ntiatter  of  the  expense  of  the  organization  to 
be  paid  by  the  several  banks? 

Mr.  Silver.  The  banks  bearing  their  own  expenses?  I  do  not  know  tSttt  I  have 
said  anything  definitely  on  that.  I  know  of  no  reason  why  this  system  shoold  not 
be  self  supporting,  and  it  is  not  proposed  to  make  any  money  out  <rf  it.  It  is  only 
ihe  carrying  of  its  own  indebtedness  and  the  savii^  by  having  a  system  such  as  1Mb 
is  intended  to  be;  the  cost  of  its  operation  will  not  be  noticeable  in  the  large  saving 
to  the  farmer  between  this  and  the  alternative  wM(^  he  is  confronted  with  when  he 
does  not  have  free  access  to  the  system. 

Mr.  Strong.  As  it  is  now  the  66  joint-stock  land  banks  which  are  purely  private 
organizations,  and  money-making  propositions,  have  their  expense  paid  by  the  United 
States  Treasury,  and  this  provision  will  provide  that  they  pay  theur  proportionate 
chaige? 

Mr.  SniVSB*  Certainhr. 

Mr.  Strong.  And,  of  course,  the  Federal  land  banks  will  pay  their  j^roportionate 
charge.  Bo  you  know  of  any  reason  why  the  fannens  ahould  not  be  willing  to  pay 
tibmr  cost  of  being  serv^ed  with  this  svstem? 

Mr.  Silver.  The  American  farmer  does  not  ask — and  this  applies  not  only  to  this 
bill  but  to  other  bills  before  Congress — to  become  the  ward  of  the  Nation:  he  is  an 
upstanding,  self-respecting  citizen,  and  there  is  nothing  improper  about  this  system 

paving  its  way.  ,  t    •  . 

Mr.  Strong.  He  is  generally  opposed  to  claas  legislation,  and  he  does  not  au  it 

for  faiinself  ? 

Mr.  SiiiVBK.  Bight. 

Mr.  GoiDSBOROUGH.  Mr.  Chairman,  you  said  that  the  United  States  Treamu^ 
I)aid  the  cost  of  maintaining  the  joint-stock  land  banks. 
Mr.  Strong.  The  supervision,  I  mean. 

Mr.  GoiiDSBOROUGH.  That  is  not  my  understanding— I  thought  they  paid  it  them- 
selves. 

Mr.  Corey.  He  is  right  about  that,  Mr.  Goldsborough.  The  Federal  Fwan  Loan 
Board  supervises  both  systems,  and  the  entire  expense  of  this  central  oiganization 
at  Washington,  with  thm  examinevs,  etc.,  is  paid  by  the  government  now.  This 
bill  merely  proposes  to  prorate  ^t  expense  amo^  1^  joint-^tock  land  banks  uid 
Federal  iMmks. 

Mr.  Silver.  That  is  my  understanding  of  it. 

Mr.  Strong.  There  being  now  60  or  70  joint-stock  land  banks  and  only  12  Federal 
land  banks. 

Mr.  Manson.  About  50  per  cent  of  the  expense  will  go  on  the  Fedend  land  banks 
under  this  bill. 

Mr.  STnoKG.  We  have  no  evidence  of  that  kind,  except  jnst  the  bald  statement 
I  do  not  kiMywn  what  the  facts  are. 

Mr,  Mansok.  It  is  a  matter  of  mathematics.    The  bill  provides  that  the  expense  

Mr.  GohWBOwm&B.  (interposii^).  1  think  Govemm  Cioopw  agreed  to  that  state- 
ment. 

Mr.  Strong.  The  question  I  want  to  bring  out  is  whether  or  not  tliere  is  any  objec- 
tion on  the  part  of  the  farmers  to  bear  the  expense  that  they  make  in  receiving  the 
benefits  that  thev  do  receive  under  this  system,  or  whether  they  feel  that  the  Govern- 
ment should  continue  to  bear  the  expense*  Certainly  it  is  desirable  that  the  pri- 
vately owned  money-making  joint-stock  land  bante  should  bear  <heir  own  expense, 
and  I  can  nothdieve  but  what  tiie&nnm  are  wiUxi^  to  bear  the  ^Kpeose  ot  theaervice 

that  comes  to  them.  i.  , 

Mr.  Manson.  I  might  suggest  here  that  the  same  pnnaple  applies  to  the  natmim 

banks  and  would  require  them  to  pay  the  expense. 
Mr.  Strong.  The  national  banks  do  bear  the  expense  of  their  examination? 
Mr.  Manson.  Yes.  but  they  do  not  pay  what  this  bill  provides  these  banks  shall 

pay;  they  do  not  pay  the  expense  of  maintaining  the  office  of  the  Comptroller  of  the 

Currency. 
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Mr.  Strong.  No,  that  is  true,  but  the  banks  in  the  Federal  reserve  system  pay  all 

the  expenses. 

Mr.  MANSON.  And  that  is  what  this  hill  imposes  upon  tliose  l>anks. 
Mr.  Strong.  Should  not  the  individuals  to  Ix^  served  pay  that  ex])ense,  or  should 
the  Government  pay  it?    TJiat  is  the  question  I  wanted  to  have  some  discussion  on. 
Mr.  Silver.  If  there  are  no  further  questions  

Ifir.  GoLDSBOROUOH  (interposing^  If  you  are  through,  the  conomittee  has  enjoyed 
heering  you  and  gettmg  the  information  you  have  given  us. 

Mr.S  iLVER.  Thank  you,  Mr.  Goldsborough^  and  I  want  to  thank  the  committee 
for  the  opportunity  of  feeing  heard,  and  for  the  courtesy  while  here. 

And  I  ao  want  to  make  reference  to  this  little  pam]^hlet  issued  by  tlio  American 
Farm  Bureau  Federation.  November  10.  1922,  entitled  ''Tlie  loai^  limit  of  the 
Federal  land  banks  should  be  increased  to  ?25,000."  Jud^e  Towner,  I  i)clievo,  in- 
serted it  in  the  record,  and  just  that  it  may  not  be  overlooked  1  refer  to  it  here  as 
being  something  well  worthy  of  the  present  consideration  of  the  members  of  the 
committee. 

Mr-  Manson.  Do  you  see  any  reason  why  there  should  be  any  different  policy  with 
respect  to  Government  supervision  over  these  banks  than  the  national  banks,  from  the 
standpoint  of  pa\nng  the  expense?  In  other  words,  is  there  any  reason  why  so  long 
as  the  Government  pays  the  expense  of  super\ising  the  national  banks  by  mamtaininG: 
the  office  of  the  Comptroller  of  tlie  Currency  at  its  own  expense,  why  the  expense  of 
maintainino;  the  same  supervision  over  these  l)anks? 

Mr.  Silver.  1  would  rather  answer  that  question  as  soon  as  I  see  what  works  out  in 
this  tax  on  national  banks.  There  is  someuing  there,  in  my  mind,  that  I  wish  to  be 
deartotalkaboutassoonasitisdet^minedwmtwiUbedoneint^  because 
that  will  have  something  to  do  with  my  o]^nion.  I  tiiink  that  they  should  be  fisdrly 
tareated. 

Mr.  Manson.  I  have  no  objection  to  the  principle  of  apphdng  the  expense  of 
having  these  banks  reimburse  the  Government  to  the  expense  that  the  Government 
is  put  to  by  reason  of  maintenance  of  supervision,  but  I  think  the  same  principle 
applies  as  well  to  national  banks.  I  think  it  applies  to  the  maintenance  of  the  admin- 
istration of  the  food  act,  which  jplaces  the  stamp  of  approval  on  manufactured  food 
products,  and  to  all  other  activities  of  that  character,  where  the  Government  steps 
m  for  the  protection  of  the  public  and  supervises  to  a  greater  or  less  ext^t  the  activi^ 
of  a  privsie  business. 

Mr.  Silver.  You  and  I  as  to  principle  agree;  we  have  no  difference  at  all.  These 
other  things  that  have  to  do  with  whether  it  is  being  administered  would  have  to  do 
with  my  answer  to  that  question.    I  think  they  ought  to  be  fairly  treated. 

Mr.  Manson.  It  is  a  matter  of  general  policy,  and  I  think  applies  to  one  as  well  as 
the  other? 

Mr.  SiLVSB.  I  think  so. 

(The  memormdum  of  House  bill  1312&  submitted  by  Mr.  Silv^  is  as  follows:) 
''First  section  provides  for  payment  of  expenses  of  sjrstem  by  Fedend  and  joint- 
stock  land  banks. 

"The  Government  has  to  date  borne  all  expenses  of  the  supervision,  including 
examination.  This  has  been  a  sufficient  contribution,  and  the  banks  being  abimd- 
antly  able,  should  now  relieve  the  Government  of  further  contribution  and  let  the 
farm  loan  system  sustain  itself. 

There  was  fail*  reason  for  the  Government  bearing  this  expense  for  the  Farmers' 
Mutual  Banks  tmtil  Utey  were  in  position  to  bear  it  for  themselves.  There  was  never 
any  excuse  for  the  Government  bearing  the  expense  of  examination  and  supervision 
of  the  joint-stock  land  banks,  whidh  are  private  institutions,  org^ized  for  pi^t. 

"Section  2  relates  to  the  permanent  organization  of  the  Federal  land  banks.  Se- 
duces the  number  of  directors  to  seven,  provides  that  three  shall  be  elected  by  asso- 
ciations, three  appointed  by  the  (Government,  the  six  so  selected  to  annually  elect  the 
seventh,  who  shall  be  actually  engaged  in  farming,  and  be  chairman  of  the  board  of 
directors. 

Previous  provision,  six  elected  by  associations,  three  l^potnted  by  Government, 
one  of  whom  shidl  be  chairman  of  board. 

"Purpose  to  give  fuUest  conastant  rejyresentalion  to  associadons,  but  guarantee 
against  loss  of  Government  control,  which  is  deemed  essential  to  marketing  me  brnds. 

"This  section  also  fixes  the  voting  strength  of  associations  and  provides  for  the 
division  of  land  bank  districts  into  director's  districts.  The  law  now  pnyvides  for  the 
election  of  all  local  directoi-s  from  the  district  at  large. 

''Section  3  provides  for  the  creation  of  a  corporation  within  the  banks  to  be  styled 
*  The  central  Federal  land  bank.'' 
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"Purpopo  to  l>e  managing  sales  agent  for  the  bonds  of  the  I-  f^ank^^.  and  to  issue 
bonds  on  l)ehalt'  of  all  the  banks,  thus  centraliziug  the  issue  and  guarding  agaiiiet 
discrimination  Ix'tween  the  I)onds  of  the  banks  by  investors  or  legislation. 

"Section  4  ]>rovides  for  the  liquidation  of  an  association  upon  the  vote  of  two-thiids 
of  its  shareholders. 

There  is  no  provision  in  the  existing  act  for  such  liquidation,  although  the  liqui- 
datiim  is  ccmtemplated,  and  provi^n  is  made  for  the  disposition  of  the  funds  of  a 
liquidating  association.   HdB  was  evidently  an  oversight  in  the  original  draft. 

"Section  5  nutkes  two  amendments  to  section  12  of  the  original  act.  The  first  in 
subsection  D,  purpose  of  loan,  authorizes  loans  to  liquidate  the  indebtedness  of  the 
owner  of  the  land  mortga.ged  without  regard  to  the  purpose  for  which  such  indebted- 
ness was  oeated.  Tlie  seventh  paragraph  of  the  same  section  12  is  amended  by 
increasing  the  loan  limit  from  810,000  to  S25,000. 

*' Section  (i  provides  for  the  designation  of  agents  to  receive  applications  and  close 
loans  in  teiritory  where  associations  have  not  been  organized,  or  where  oj^tnized 
associations  do  not  function  in  such  a  way  as  to  serve  the  community.  The  lack 
of  this  provision  is  denying  many  deserving  bori-owers  access  to  the  system*" 

Mr.  Strong.  The  ccminuttee  will  now  be  glad  to  hear  Miu  Monun. 


STATEMENT  OF  MR.  GEORGE  S.  MORNIN,  SECRETARY-TREASURER, 
FSDSBAL  NATIONAL  LOAN  ASSOCIATION,  CfiDAR  FALLS,  IOWA. 

Mr.  MoRNTN.  Mr.  Cliairman  and  gentlemen  of  the  committee,  1  am  only  a  secretary- 
treasurer  of  the  Federal  National  Loan  Association. 
Mr.  Strong.  Of  the  local  Federal  loan  association? 

Mr.  MoHM\.  Yes,  sir.  I  am  in  the  banking  business  in  Cedar  Falls,  Iowa,  and  l»ve 
to  deal  w  ith  the  farmers  of  that  locality.  I  do  not  defflie  to  dmmfiB  all  the  proviraons 
of  this  bill,  but  I  will  meBtion  only  the  following. 

In  the  matt^  of  permanent  organization,  I  know  that  government  control  has  given 
118  a  low  bond  rate  and  I  am  sure  there  is  absolutely  no  desire  for  election  of  directors 
in  our  district.  I  favor  the  central  Federal  land  bank  as  a  medium  throu2:h  which 
the  bonds  raav  be  marketed.  It  has  been  a  very  o:roat  ])leasure  to  me  to  be  associated 
with  the  officers  (>f  the  Federal  land  bank  of  Omaha,  also  the  Federal  Farm  Loan  Board 
at  Washinirton.  Thev  are  hiijh-minded  men,  always  alert  to  the  best  interests  of  the 
land  bank  svstem,  and  always  ready  to  help  lighten  the  burden  of  the  bowower,  and 
we  are  perfectly  willing  that  they  be  allowed  to  handle  thia  ptohlem. 

With  reference  to  vrtuntary  liquidatioift,  I  fael  quite  sure  that  Buch  an  aasociation 
as  OU18  wonld  not  liquidate.  There  are  other  aaBociations,  however,  where  secretarj-- 
tceasurers  might  represent  other  loaning  agencies  and  the  association  fail  to  function, 
which  mi£rht  liquidate,  and  then  in  that  case,  so  that  the  farmer  might  have  the 
benefit  of  the  system,  an  agent  should  be  appointed, 

As  the  Federal  farm  loan  act  was  intended  to  help  agriculture,  I  believe  the  pnr- 
poses  of  the  loan  should  be  liberally  construed  and  that  the  executive  committee  of 
the  Fed<^ral  land  bank  receiving  the  application  for  a  loan  fihoold  pass  on  the  ehgi- 

bility  of  the  applicant.  ,      ,     ^       ,  i.         o  „  j 

The  cycle  of  the  farmer  fe,  firet:  A  young  man  employed  as  farm  laboapwr.  ^^econd. 
with  the  savings  of  $1,000  or  |2,000  capital  and  a  reputation  for  efficiency  and  good 
credit  in  his  line,  he  becomes  a  farmer  tenant  or  renter.  Third,  with  his  capitnl 
enlarged  to  a  few  thousand  dollars  and  a  good  credit  reputation,  he  buys  a  farm. 
Statistics  show  that  the  profitable  sized  farm  is  from  140  to  240  acres.  Lnder  the  con- 
servative valuation  of  Iowa  farm  lands  running  from  $200  to  $300  per  acre,  the  t&m 
farmer  is  absolutely  eliminated  and  as  an  owner  of  lands,  were  he  to  ^^P^^l^^^ 
Federal  tarmloan  system  as  it  now  is.  Theaverage  size  farm  in  lowaif,  trom  otheial 
records,  159  acres  exdufflve  of  roads,  or,  as  we  would  say,  a  quarter  section.  Iowa  not 
heing  a  track-garden  farm  State,  ei^erifflice  shows  that  the  fcm 
paybut  with  the  average  size  of  150  acres,  with  the  price  running  from  $200  to  $300. 
It  would  be  eouBervative  to  place  the  aven«e  value  at  $35,000  for  the  average  Iowa 

T^e  Federal  farm  loan  system  loans  up  to  50  per  cent  of  the  eonservative  appraisal 
value  of  the  land  and  20  per  cent  of  the  value  of  the  buildings.  The  tenant  f^rmw 
with  a  fair  amount  of  accumulated  savings  could  purchase  a  a«»^«S^="W*J2» 
valued  at  $35,000  and  borrow  from  the  Federal  land  bank  from  $12,000  to  $1^,000, 
possibly  make  a  reasonable  paymMit  in  caah  on  the  hxsa,  the  owner  taking  a  second 
morteafie  for  the  unpaid  btdance.  In  this  way,  the  progtosBive  tenant  becomes  a 
prosperous  owner,  rfe  takes  a  keen  interest  in  this  land,  fencing,  tiling,  better  biuld- 
infis  and  better  lines  of  live-stock.  Then  under  the  amortization  plan,  he  is  given 
w£at  every  Isxmeat  muat  have,  long-time  credit.  When  a  farmer  is  compeUed  to 
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reiinance  himself  every  few  years,  he  has  to  go  into  the  market  ^ud  pay  whatoA  or  rate 
of  interest  and  whatever  commission  is  demanded  of  him,  Init  under  the  l^'ederal 
farm  loan  system  he  is  not  worried  about  his  loan  coming  due,  and  uses  his  sui'plus 
in  general  improvements  on  the  farm. 

At  present  the  faxmer  feels  the  efifect  of  ever-changing  conditions.  Many  fanners 
in  Iowa  are  borrowers  from  the  land  bank  system.  Taeix  loans  run  from  $10,000  and 
less.  These  forms  often  are  from  100  to  200  acres.  These  formers  want  to  do  addi- 
tional tiling;  want  to  build  granaries,  hog  houses;  want  to  add  to  their  live  stock, 
and  could  do  so  in  the  Federal  farm  loan  system,  were  the  loaning  limit  raised  to 
$25,000.  As  it  is,  the  land  bank  dislikes  to  direct  the  farmer  to  other  sources  for 
additional  credit.  They  dislike  to  release  their  mortgage  and  they  are  absolutely 
hf^ld  down  by  the  limitation  of  $10,000  to  each  individual.  The  farmers  look  upon 
the  Federal  land  bank  as  theii'  bank;  they  look  upon  it  as  the  one  great  cooperative 
system  in  which  theydiare  a  portion  of  the  profit.  They  do  not  want  to  go  else- 
where; and  is  there  any  just  reason  whatever  to  denying  to  honest  and  intelligent 
formers  credit  that  he  can  use  successfully  when  he  has  abundance  of  security  to 
put  up  for  his  added  loan? 

Then  as  to  rates,  the  farmers  in  our  State  remember  very  well  the  rates  they  were 
asked  for  the  renewal  of  their  loans  during;  the  pendency  of  the  F(^deral  land  bank 
casf?  before  the  Supreme  Court.  I  remember  well  in  my  county  commissions  as  high 
as  10  per  com  were  asked  of  the  farmer  for  the  renewal  of  loans.  High  rates  of  interest 
and  high  commissions  discourage  farmers.  Low  rates  of  interest  and  a  fair  amount  of 
money  loaned  on  his  form  will  stimulate  agriculture.  Agriculture  being  the  basic 
industry,  we  believe  it  was  for  Congress  to  do  everything  in  its  power  to  enooun^  it. 

Mr.  Strong.  Do  you  find  any  protest  or  objection  among  .^'^ur  formers  against  the 
farm  loan  banks  and  the  joint  stock  land  banks  paying  thesir  pro  rata  ebsae  of  tite 
expense  of  the  maintenance  of  Goverimient  supervisiou? 

Air.  MoKNix.  Xo.  sir. 

Mr.  (ioLusBoiioi'f.H.  In  that  connection,  I  suppose  a  tenant  farmer-  and  1  am 
speaking  of  the  averai^e  case,  of  course — ^in  order  to  purchase  a  $:>5,U00  farm,  under 
this  system  he  could  get  how  much,  did  you  say? 

Mr.  MoRNiN.  It  depends  on  whether  the  limit  would  be  raised. 

Mr.  GoLi>8BOROUGH.  But  under  this  new  bill? 

Mr.  MouxiN.  It  depends  on  what  kind  of  a  deal  he  could  make  with  the  man  sellii^ 
the  farm.  He  would  not  be  able  to  ,u:et  by  with  the  $10,000  limit;  he  may  with  a 
$12,000.  §15,000  or  maybe  $I(),OOU  limit.  1  believe  he  could  get  by  in  our  State,  Mr. 
Congressman,  with  SI 5,000  limit. 

Mr.  GoLDMioKoucH.  Suppose  he  <2:ot  $15,000.  How  would  he  ordinarily  arrange 
with  the  person  from  whom  he  purchased  the  land? 

Mr.  MoRNiK.  He  is  supposed  to  have  a  siurplus  of  money  to  pay  down  on  that  him- 
self, and  then  let  the  owner  of  the  land  take  a  certain  mortgage  for  the  unpaid  balance. 

Mr.  GoLDSBo HOUGH.  For  how  much? 

Mr.  MoRNxN.  Whatever  they  could  agree  on.   That  would  be  a  matter  entirely  of 

agreement. 

Mr.  GoLDsiioKoccH.  l>ut  I  am  speaking  from  a  ])ractical  standpoint.  You  said 
that  tlie  tenant  farmer  could  not  hope  to  accumulate  enough  to  buy  a§H'>.00()  farm.  I 
am  wondering  if  he  could  ever  accumulate  enough  to  buy  a  |35,000  farm  e\  en  if  the 
Government  loaned  him  50  per  cent  of  it.   That  is  what  I  am  trying  to  get  at. 

Mt.  MoRNiN.  I  think  he  could. 

Mr.  Goi«DSBo ROUGH.  Could  he  not  be  burstcd  before  he  started? 

Mr.  MoRNiN*  No,  sir;  he  would  not.   He  would  have  a  chance  to  work  over  a  period 

of  33  years. 

Mr.  GoLDsnoRouaH,  How  about  his  second  iuort$;age?   lie  would  not  be  worldng 

33  years  on  that? 

Mr.  MoKNiN'.  lie  is  supposed  to  pay  something  on  the  purchase  ot  that  land.  I 
am  speaking  oi  the  borrowing  of  the  total  amount. 
Mr.  GoiipsBOBOUGH.  How  much  on  an  average — ^just  give  some  id^. 
Mr.  MoRXiN.  That  would  be  |5,000,  $6,000,  |8,000,  or  $10,000. 
Mr.  Gou>SBOHor OH.  How  would  the  t^iant  get  $8,000  or  $10,000? 
Mr.  MoRNiN.  How  can  he? 
Mr.  GoLP«ROKOT-rn{.  Yrs. 

Mr.  MouMv.  W<*  have  tuniuur  .v,it  th(  v<\  temiiit  farmers,  who  have  .s.'),(XK).or  $i>,0()0. 

Mr.  GoLDSBOROUGH,  $5,000  or  §(),000,  but  vou  said  $8,000  or  $10,000. 

Mr.  MoKNiN.  Yes,  or  $8,000  or  $10,000.  They  might  be  able  to  get  it  from  some 
of  their  families  and  some  of  the  cliildren  might  be  able  to  get  it  in  broadening  out 
and  owning  the  farm  a^'cmung  it. 

Mr.  GouMiBOROUCffi.  Do  you  think  that  the  man  who  has  accumulated  $15^000 
id  in  a  pontion  to  buy  a  $35^000  hutmH 
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Mr.  MoRMN.  It  depends  entirely  on  tte  terms. 
Ifr,  GoiiDSBORouGH.  On  any  tewns? 
Mr.  MoRNiN.  Yes,  sir;  I  do. 
Mr.  GoLDSBOROUGH.  I  do  not. 

Mr.  Strong.  Is  it  not  true  very  often  that  in  a  community  where  a  young  man  has 
been  a  tenant  farmer  and  has  been  successful  and  established  a  reputation  of  being  a 
good  farmer,  that  that  kind  of  a  man,  with  $5,000  or  $10,000  to  make  a  cash  payment, 
can  find  some  one  who  is  willing  to  sell  him  the  land? 

Mr.  Mount  N.  Absolutely.  ,  .         j  j  ^ 

Mr  Strong  And  by  giving  a  first  mortgage  under  this  system  and  a  second  mort- 
gage on  the  land,  is  it  not  true  that  many  a  tenant  fanner  of  that  clasB  has  worked  out 
and  paid  for  his  farm? 

Mr,  MoRNiN.  Absolutely.  .  '  « 

Mr.  Strong.  And  is  that  not  about  the  only  hope  tney  nave? 

Mr.  MoRNix.  The  onlv  hope  they  have.  ,        .  . 

Mr  GoLDSBOROUGH.  As  a  matter  of  fact,  if  a  man  wants  to  buy  a  farm  m  your  section 
that  would  soil  for  u])ward  of  $2o.000,  and  who  has  only  $0,000  cash  to  pay  down  on 
it,  can  he  got  that  farm  for  anything  like  its  proper  cash  price?  •  ,  ,  -  , 

Mr.  MoRMN.  It  depends  on  how  bad  the  man  wants  to  sell.   He  might  find  a  man 

who  w  ould  sell  it  at  a  low  price.  ,      ,      ^         j   *  - 

Mr.  Goi^DSBOROtiGH.  Wl  not  the  man  who  takes  the  second  mortgage  want  a  great 

Mf(  margin  in  his  cost  price? 

;Mr.  MoRNiN.  No,  sir:  not  at  all.  ,  , 

Mr.  GoLDSBORor  cm.  Before  he  Mill  put  it  in  such  a  deal* 

Mr.  MoRNiN.  No,  sir!  -  ^ 

Mr  GoLDSBOiioudH.  Then  your  section  of  the  country  is  mfferen^  from  any  otner. 
Mr.  MouxiN.  Our  section  is  one  of  the  best  on  e»th— Ilhnois.  -jis  aaa 

Mr  GOLDSBOROUGH.  I  am  talking  about  the  possibility  of  a  man  with  only  16,000 
buying  a  farm  where  the  seller  would  have  to  take  a  second  mortgage  at  anything 

**^Mr*MoSL\^s^  sir;  he  can  buv  a  farm  in  Black  Hawk  County  to-day  on  $6,000 
payment.    I  know  it;  I  live  among  those  farmers,  and  I  Know. 

Mr  Stronh  Is  it  not  true  that  the  security  that  the  seller  looks  to  largely,  where 
he  takes  aSiall  payment  like  $5,000  or  $10,000  on  the  $20  000,  $25,000^  $30,000 
farm,  is  the  ability  that  has  been  demonstrated  by  the  purchaser  to  succeeaf 

Mr  MoRMN.  Yes,  sir;  the  reputation  ci  the  man  buying  the  ferm,  the  type  oi  a 

^Ife^'sTOON^ '  That  he  is  a  good  farmer  and  has  accumulated  $5,W)0  or  $10,000? 
Mr,  MoRNiN.  Yes;  absolutely.   I  do  not  mean  some  shifUess  individual  that  won  t 

take  care  of  a  farm.  .  u   i  f^^^^A  oU 

Mr  Stroxo  Let  iis  suggest  this  case:  Here  is  a  man  who  has  perhaps  farmed  all 
his  life,  and  has  reached  that  time  in  life  when  ho  is  compelled  to  retire.  If  he  has  no 
bovs  to  put  on  that  farm,  he  looks  around  through  the  community  ^Sid&ada  some 
voun-  fellow  who  has  made  a  success  of  farming,  who  has  ahttle  money  to  pay  to© 
down^  in  addition  to  the  first  mortgage,  and  he  is  gfed  to  take  the  second  mortgage 
and  to  get  the  interest? 

Mr.  MORNIN.  Absolutely.  ... 

Mr.  Stbong.  That  is  the  condition  existing  m  my  country. 

Mr.  MoRNiN.  It  is  the  condition  in  Illinois  and  South  Dakota  and  the  condition 
in  eastern  Nebraska— the  condition  all  over  our  country.  ^  9 

•Mr  Strong  If  there  are  no  further  questions  or  statements  on  tne  part  01  me 
witnesses,  we  will  recess  without  objection  until  2  o'clock  this  afternoon. 

(Thereupon,  at  12.50  o'clock,  the  contmittee  took  a  recess  until  2  o  clock  this 
afternoon.) 

AFTER  RECESS. 

The  commiUee  reassembled  at  the  exniration  of  the^^^^eeB-   .  . 
Mr.  Sthong.  Mr.  Marsh  has  requested  to  be  heard  before  this  comnuttee,  and  we 

will  now  hear  him. 

flTATBMENT  OF  MR.  BENJAMIN  C,  MARSH,  MANAGING  DIRECTOR 
OF  MDB  FABMBBS'  NATIONAL  COUNCIL,  WASHINGTON,  D.  C. 

Afr  ^I\RSH.  Mr.  Chairman  and  gentlemen  of  the  committee,  my  name  ^  Be^amin 
C  \larsh  I  am  mana^^ing  director  of  the  Farmers^  National  Council,  with  headqUM- 
ters  in  the  Bliss  Building  here  in  Washington;  and  I  want  to  BSk  some  q^ertwrns  ^ 
reference  to  the  bill  of  Mr.  Strong,  H.  R.  13125,  and  then  to  eomment  on  some  features 

of  it. 
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First,  I  would  like  to  say  that  it  seems  to  me  that  we  have  reached  the  time  in 
agriculture  where  we  have  got  to  take  a  little  look  ahead,  and  think  not  only  of  domes- 
tic production  but  of  the  necessitv  for  putting  ourselves  in  shape  to  compete  with 
foreign  growers  of  agricultural  products;  because  while  it  is  true  that,  in  tiie  i^egate, 
only  possibly  6  or  8  per  cent  of  tiie  value  <rf  our  isam  produete  is  now  bdng  exported, 
an  increaae  of  a  snuuil  percentage  m  our  domestic  consumption  of  agricultural  prod- 
ucts is  going  to  be  more  important  than  doubling  the  exports;  but  nevarth^ess  we 
want  to  export  more  agricultural  products. 

And  if  you  will  follow  the  discussion,  as  I  am  sure  the  chairman  and  members  of  the 
rommittee  have,  of  what  is  American  agriculture's  greatest  drawback  in  competing 
ill  llie  production  of  wheat,  cotton,  and  other  aericultiuul  products  with  foreign  coun- 
tries, vou  will  find  that  practically  always  the  first  suggestion  is  the  high  selling 
price  of  farm  lands  in  this  country-  Of  course  high  freight  rates  and  high  credit  rates 
enter  too. 

Now,  to  my  mind,  the  most  important  feature  of  this  bill  and  the  thing  which  has 
been  discussed  quite  a  little  is  the  proposal  to  increase  the  maximum  loan  that  can 
be  made  to  a  single  farmer  or  farm  owner,  as  I  understand  it.  from  $10,000  to  $25,000. 

I  say  the  most  important,  because  I  think  it  will  have  the  greatest  effect  upon 
agriculture^  and  because  our  present  system  of  credit,  coupled  with  our  present 
taxation  systen,  has  produced  some  of  the  most  serious  problems  in  agriculture—— 

Mr,  Strong  (interposing).  Pardon  me  a  moment.  You  are  an  advocate  of  wbat 
we  call  the    single  tax,"  are  you  not? 

Mr.  Mabsh.  No;  I  have  nevCT  been  an  advocate  of  the  single  tax.  I  have  gone  as 
far  as  anyone  in  wivocating  the  taxing  of  incomes,  excess  profits,  and  inheritances; 
and  the  Farmers'  NatiSnal  Coimcil  hM  advocated  a  capital  tax  on  the  value  of  all 
property;  so  that  you  could  not  call  me  a  sin^e  taxer  with  any  approximation  or 
squint  in  the  direction  of  accuracy. 

Mr.  Strong.  But  you  do  believe  in  the  single  tax  upon  land,  with  the  additional 
taxes  upon  large  wealth,  do  you  not?  *  1.  i*  • 

Mr.  Marsh.  Well,  that  statement  is  as  accurate  as  to  say  that  a  man  beeves  m 
monogamy  if  he  does  not  care  how  many  wives  a  man  has. 

Mr.  Strong.  Excuse  me;  I  do  not  want  to  misquote  you  in  any  way. 

Mr.  Marsh.  No.  , 

Mr.  Strong.  But,  if  I  remember  rightly,  in  a  former  hearing  when  you  appeared 
before  the  committee— and  if  I  am  wrong  about  this,  I  would  be  glad  to  be  corrected — 
I  understand  that  vou  said  part  of  the  revenues  that  went  to  your  organization  to  help 
maintain  it  were  derived  from  the  Single  Tax  Society  in  New  York,  or  from  some 
woman's  estate  who  left  some  money  in  the  interest  of  the  Single  Tax  Society  in  New 
York,  and  from  that  I  thought  you  believed  in  the  single  tax  proposition  or  bdonged 
to  the  bunch  of  men  called  sinfi;le  taxefs. 

Mr.  Marsh.  No.  I  think  what  you  probably  have  ref^r^ice  to,  Mr.  Strong,  is  a 
statement  of  Mr.  George  P.  Hampton,  wno  died  two  years  ago  this  coming  June,  who 
was  director  of  the  Farmers'  National  Council  till  his  death,  and  who  said  exphcitly  he 
was  a  single  taxer.  But  I  have  often  made  what  is  an  equally  truthful  statement  that 
I  am  not  a  single  taxer.  Itis  also  true  that  Mrs.  Fels  did  give  some  money  to  support  the 
work  the  Farmers'  Single  Tax  League  and  Council  was  doing,  but  that  was  during  the 
time  Mr.  Hampton  was  at  the  head  of  it,  and  before  Mr.  Hampton  died  I  had  nothing  to 
do  with  the  imances  of  the  council.  But  apart  from  not  being  a  single  taxer,  I  am  as 
vigorous  an  advocate  of  ttie  excess  profits  tax,  perhaps,  as  anyone  you  can  fmd,  and 
I  do  not  mind  if  you  impeach  the  Secretary  of  the  Treasury  for  not  enforcing  the  law 
by  taxing  those  corporate  profits  which  are  distributed  in  tiie  way  of  stock  dividends 
to  evade  taxation.   I  say  go  the  limit  on  that  and  I  will  go  right  along  with  you. 

But  what  I  want  to  get  at  is  what  is  the  best  tiling  permanently  for  the  farmers. 
1  say  that  this  provision  for  increasing  the  amount  that  can  be  loaned  to  a  single  farmer 
is  something  wliich  is  most  important,  not  because  the  other  parte  of  this  bill  are  not 
important,  but  because  if  you  once  create  or  permit  the  creation  and  establishment 
of  a  certain  selling  price  for  fann  lands,  you  make  it  much  mxsite  diflfcult  to  change 
that  without  very  great  hardship  to  the  farmeis. 

Now,  on  the  provision  as  to  whethar  tiiere  shall  be  three  or  six  or  four  of  the  directors 
of  local  cooperative  association,  organized  under  the  farm  loan  act,  appointed  or 
elected  in  one  way  or  another,  while  it  is  important  it  can  be  changed  from  time 
to  time.  But  here  is  the  situation  today,  and  I  think  it  is  perfectly  evident,  that  the 
sellimr  price  of  farm  lands  in  the  United  States,  as  a  whole,  is  billions  and  billions  of 
dollars  more  than  it  ought  to  be  for  the  best  interests  of  the  farmers  themselves. 

Mr.  Strong.  You  mean  the  land  is  getting  too  high  priced? 

Mr.  Marsh.  The  land  is  selling  for  too  high  a  price. 

Mr.  Appleby.  How  are  you  going  to  stop  the  question  of  supply  and  demand?  If 
an  Iowa  Uxmet  has  a  form  and  he  is  offered  mi  wXk  it  for  |^  an  acre  and  a  dosn 
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other  men  in  the  same  neighbwhood  in  Iowa  get  the  same  price  t<3fr  theb  fanns,  that 
fixes  a  new  price  and  how  are  you  going  to  blame  them  for  it? 

Mr.  Marsh.  It  seems  to  me,  and  I  am  sure  the  Consressmen  will  asree  to  this,  that 
we  are  interested  in  the  farmer  as  a  producer  of  &rm  products  and  not  as  a  speculator 
in  farm  lands. 

Mr.  Appleby.  He  may  not  be  a  speculator,  but  the  demand  for  farm  land  is  such 
that  it  gets  the  price  ui>  very  high. 
Mr.  Marsh.  That  is  tiue. 

Mr.  Fbnk.  How  is  this  bill  going  to  prev^t  that  situation? 

Ifr.  Marsh.  I  am  going  to  come  to  tibat. 

Mr.  Fenn.  That  is  what  I  thought  you  were  coming  to. 

Mr.  Marsh.  This  provision  permitting  increasing  the  maximum  loan  to  an  in- 
di\Tdnal  farmer  from  $10,000  to  ?25,000,  it  will  very  srreatly  encourage  speculation 
ill  farm  lands.  Xow  it  is  an  irony  that  under  our  present  taxation  system,  imder 
which  we  tax  improvements  (and  I  am  willing  to  say  very  frankly  that  I  am  opposed 
to  any  tax  on  improvements  whatever),  under  this  system  the  lower  the  rate  of  in- 
terest on  farm  loans,  the  greater  the  farm  land  speculation.  That  is  evident,  because 
you  reduce  the  carrjdng  charges.  Also,  some  of  the  farmers  forgot  economic  laws 
enough  during  the  war  so  that  they  capitalized  the  selling  price  of  their  farm  land 
at  the  then  selling  price  of  farm  products  and  theygot  hit  good  and  plenty.  One 
United  States  Senator  told  me,  within  the  last  ten  days  or  couple  of  weeks,  that  he 
dropped  S100,0'10,  lost  it.  thronirh  speculation  in  farm  lands  and  I  assured  him  I  had 
not  the  sliijhtest  sympathy  for  him.  although  I  like  him  ])erRonally  verv  much,  aud 
1  told  him  he  ouirht  to  lake  his  medicine,  and  I  think  he  is  willinsr  to  do  it. 

But  I  have  been  trying  to  figure  out  what  is  the  purpose  of  this  farm-loan  system. 
It  seems  to  me,  that,  "in  a  general  way,  the  purpose,  in  principle,  is  the  same  as  that 
which  led  the  Government  to  give  tile  railroads  144,000,000  acres  of  land  and  cadi 
grants  to  the  extent,  roughly,  of  three  quarters  of  a  billion  dollars,  and  led  the  States 
to  give  them  terminal  sites,  etc.  It  was  to  reduce  the  fixed  charges  of  transportaticm 
and  to  permit  lower  freight  rates. 

Mr.  Strong.  The  land  that  the  Government  gave  them,  though,  was  not  wof<& 
this  price  when  the  (Tovernment  gave  it  to  them. 

Mr.  Marsh.  No,  1  do  not  say  that;  but  this  subvention  in  (  ash  of  $750,000,000  was 
in  addition  to  the  amount  of  land  which  the  Government  gave  them;  that  was  over 
and  above  the  amount  of  land  given  them. 

]&.  Strong.  The  land  they  gave  th^  iras  not  worth  imythix^  like  the  figinie  yon 
mentioned  when  the  Government  gave  it  to  them? 

Ux.  Marsh.  No;  not  at  that  time;  but  since  then  they  have  valued  it  at  something 
like  six  to  six  and  one-half  billion  dollars  in  their  capital  account. 

Mr,  Strong.  They  have  gotten  rid  of  most  of  that  land. 

Mr,  Marsh.  They  passed  the  land  grant  lieu  acts,  under  which— they  got  them 
through  Congress  years  ago;  please  do  not  understand  that  I  am  criticizing  the  present 
Congress,  because  these  are  things  that  mostly  date  back  a  good  many  years  ago — ^they 
got  thioiil^  the  land  grant  lieu  acts,  under  which  it  was  possible  for  the  railroads  to 
exchange  worthless  lands  for  very  valuable  timber  lands,  and  they  have  capitalized 
Ihe  value  of  those  as  part  of  their  capital  accoimt.  Let  me  say,  in  this  connection, 
that  back  in  1916,  at  its  fiftieth  annual  convention,  the  National  (Grange,  which  met 
here  in  Washington  at  that  time,  adopted  a  resolution  oppo.sing  the  railroads  capitaliz- 
ing the  increase  in  the  value  of  their  land  over  the  price  th(^y  paid  therefor,  recog- 
nizing that  the  purpose  of  those  land  grants  was  to  keep  down  freight  rates. 

I  imderstand  one  of  the  purposes  of  the  Federal  farm  loan  act  was  in  helping 
the  small  farmer,  not  that  it  specifically  says  so,  but  one  of  the  purposes  was  to  help 
the  small  farmer  own  his  farm  and  to  enable  him  to  produce  as  cheaply  as  possible; 
that  is,  to  reduce  his  costs  of  production,  so  that  he  could  produce  not  only  reasonably 
cheaply  for  domestic  consumption,  but  the  desire  was  of  those  who  drafted  the  bill 
(and  I  think  it  was  partly  on  the  initiative  of  the  United  States  (Commission  investi- 
gating rural  (Tcdits  here  and  abroad,  particularly  abroad),  so  that  he  could  sell  his 
products  in  the  foreign  markets  as  well  as  here. 

The  sellinir  price  of  farm  lands  used  for  general  staple  crop  raising,  that  is,  general 
farming  in  tliis  country,  are  higher,  I  understcuad,  than  in  alxbost  any  other  country  of 
the  world,  and  we  are  going  to  be  very  heavily  handicapped  witibin  five  years  with  out 
iMnsent  sellii^  price  <rf  fwm  lands,  I  cite  that,  because  I  want  to  repeat  by  our  legis- 
mHim  and  the  enforcement  of  regulation  of  the  railroads,  we  can  reduce  freight  rates; 
we  can  eliminate  many  item^  in  the  cost  of  production  of  agricultural  products^  but 
lids  farm  land  valuation  tends  to  remain,  tends  to  increase. 

Mr.  Strong.  I  take  it  you  think  the  increase  in  the  value  of  farm  lands  is  a  detriment 
1 0  the  production  of  agricultuMd  proucts  to  the  point  where  they  can  not  be  sold  abroad  ? 
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Mr-  Marsh.  To  where  it  will  be  more  difficult  to  sell  our  agricultural  products 
abroad,  and  1  think  it  is  generally  conceded.  For  instance,  down  at  this  conference 
here  last  month,  of  the  Farmers  Council  of  National  Cooperative  ()rp:anization8,  several 
speakers  said  we  have  got  to  have  this  cooperative  marketing  to  coni])ete  with  producte 
raised  on  cheap  lands  abroad.    The  live-stock  growers  are  feeling  it  and  every  farm 

producer  is  feeling  it.  ^  ,  ,     -  i_- 

Then  there  is  anolher  reason  for  what  I  want  to  see  in  this  bill,  and  that  is  this: 
There  is  pending  before  Congress  what  is  known  as  tiie  Norrie-^inclair  marketing 
bill,  which  stresses  one  i^ncy  or  method,  in  this  case  a  Government  agency,  to  get 
farmers  what  they  have  got  to  have  to  stay  in  the  business,  that  is,  cost  of  produc  tion 
plus  a  reasonable  profit.  Now  I  do  not  know  of  any  farm  organization  whicli  really 
represents  the  farmers  and  tries  to  represent  them  that  does  not  agree  that  has  got  to 
be  the  basic  princi])le  of  agriculture,  that  in  order  for  the  farmers  to  stay  in  business 
they  have  to  G:et  cost  of  production  plus  a  reasonable  profit.  ^ 
In  determining  that  cost  of  production,  what  are  you  going  to  figure?  What  are 
•  you  going  to  allow,  for  instance  as  a  fair  value  for  farm  lands?   I  got  the  figures  from 

Ihe  Census,  of  the aven^  value  of  agricultural  lands,  per  acre,  and  I  have  selected  only 
a  few  States  here,  as  follows,  Illinois,  $164;  Iowa,  $m ;  Xel)raska,  S79;  State  of  Wash- 
ington, $60:  Texas,  $28;  North  Dakota,  $35;  Maine,  82 1,  and  for  Kansas  I  have  got  the 

figures  at  i?34,  although  they  strike  me  as  a  little  bit  low  

Mr.  Stkoxg.  S(j2.3b. 

Mr.  Marsh.  These  are,  of  course,  the  1919  figures;  the  last  figures  I  had. 
Mr.  Manson.  That  may  be  misleading-    Is  it  not  a  fact  those  figures  include,  under 
the  average  value,  all  of  the  unimproved  land  of  the  feim? 
ytt.  Maksh«  Oh,  yes. 

Mr.  Strong,  For  instance,  in  Kansas,  in  my  district,  I  have  land  runmng  from  $40 
OT  $50  an  acre  to  $250  and  $300  an  acre,  while  in  districts  west  of  nie  there  are  larw 
tracts  of  land  a  great  deal  of  which  is  not  im])roved  or  cultivated,  wliich  run  as  low  as 
$10  to  $20  an  acre,  which  decreases  the  average  of  the  improved  faims  in  the  eastern 
part  of  the  State. 

Mr.  Marsti.  As  I  say,  I  am  just  giving  tlie  average,  taking  the  total  acres  of  farm 
land  and  the  total  value  of  the  farm  laud. 
Mr.  Appleby-  How  to  reach  the  value?  The  assessed  value,  do  you  mean? 
Mr.  Marsh.  I  am  taking  the  figures  of  tbe  Bureau  of  the  Census. 
Mr.  Appleby,  Does  that  mean  the  assessed  value? 

Mr.  Marsh.  No,  this  is  taking  their  own  values,  and  what  thev  do  is  this,  Ihey 
include  something  which  1  might  point  out,  which  does  not  make  those  fieures  abso- 
lutelv  accurate:  thev  include  the  value  of  orchards,  irrigation,  drainage,  ditching,  etc., 
whi(  h  ought  not  to  be  included  because  they  are  labor  products  and  not  land  \  alue 
products. 

Mr.  Applebv.  What  I  am  tiyiug  to  get  at  is  do  they  take  the  assessed  valuation  in 
the  various  States,  the  taxable  vaiuatdbn,  or  do  they  take  im  expert  valuation— what, 
in  the  opinion  of  experts  the  land  is  worth?   How  do  they  make  up  that  table? 

Mr*  l£iRSH.  I  think  they  try  to  put  thar  own  Valuation  on  it  and  then  to  check  it  up 
by  all  ctf  the  available  data,  in  othw  wocds,  conrnderii^  the  \^uation  of  the  aaBesBora, 

too,  in  reportmg  their  figures.  ^         *  ^    -      -  ..^ 

Mr.  Strong.  I  want  to  sav  if  that  is  the  ba.sis,  that  in  my  district  land  that  IS  worai 

1150  an  acre  is  seldom  valued  for  taxation  at  over  $75  an  acre- 
Mr.  Applebv.  For  assessment? 

Mr.  Strong.  For  assessment.  In  fact,  I  think,  if  I  am  not  mistaken,  when  I  was 
coimty  attorney  six  years  ago,  the  value  placed  on  land  in  my  county  by  the  assessors 
WBB  bom  150  to  $60,  while  that  did  not  uiything  like  represent  its  true  value. 

Mr.  Manson.  Another  thing  I  would  hie  to  call  attention  to  in  connection  with  the 
census  ^uresis  that  in  arriving  at  the  average  value  they  take  a  farm  and  j)ut  a  A*aluo  on 
that  farm,  usually  based  on  the  assessed  valuation,  and  they  then  divide  that  valuation 
^  of  the  farm  by  the  number  of  acres  to  get  the  average  value  per  acre.    Now,  that 

farm  may  have  20  acres  of  iuiproved  land  on  it  and  140  acres  of  marsh,  and  the  improved 
land  may  be  very  A  aluable  and  the  marshland  worth  hardly  anything,  but  it  never- 
theless all  comes  in  that  average. 
Mr.  Fekn.  It  pulls  down  the  average? 
f  Mr.  Makson.  Yw. 

Mr.  Strong.  In  other  words,  the  more  marshland  the  less  the  average  value? 
Mr.  Marsh.  Yes.  But  despite  the  value  of  this  marshland  or  sAvamp  land,  the  fact 
remains  that  there  is  a  very  vdde  difference  between  the  value  of  farms  in  different 
States.  I  have  not  been  able  to  attend  all  of  these  hearings,  Mr.  (Chairman,  nor  have 
I  been  able  to  read  all  the  testimony  and  I  do  not  want  to  overburden  the  record- 
Mr.  Fenn.  May  I  ask  what  is  the  standard,  if  I  can  use  that  term,  made  by  the  oenms 
for  all  of  the  States,  or,  for  instance,  is  there  one  standard  for  Kansas,  another  for  North 
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Carolina,  and  another  for  some  other  State,  according  as  the  Census  Bweau  may 
detennine? 

Mr.  Marsh  My  undeistanding  is  they  attmpt  to  appfy  some  standard.  Of  Gourae, 
wi^  a  lol  of  difl^refit  aflseBBm  uid  inen  to 
at  It. 

Mr.  Fenn.  What  I  want  to  get  at  is  this:  In  these  figures  you  mention  here,  you 
mentioned  Iowa,  Kansas,  and  a  few  other  States,  and  would  that  selection  you  made 
apply  imperically,  if  I  can  use  the  term,  to  the  entire  country?  For  instance,  would 
tfie  standard  for  Kansas  used  by  the  Bureau  of  the  Census  be  the  tame  as  the  standard 
fcxr  Iowa  need  bv  the  Bureau  of  the  Census? 

Mr.  Marsh.  I  understaiid,  and  I  want  to  be  corrected  if  I  am  in  error  

Mr.  Fenn.  In  other  words,  does  the  ssune  method  apply  in  each  State? 

Mr.  Marsh.  They  would  attempt,  in  every  State,  to  put  a  value  on  the  farm  of 
what  it  would  sell  for  in  the  open  market  where  neither  the  owner  is  forced  to  sell  nor 
lias  the  purchaser  any  special  interest,  except  for  using  the  land  for  what  it  is  good  for. 

Mr.  Strong.  I  will  say,  Mr.  Marsh,  we  have  already  in  the  record  the  table  to  which 
you  refer. 

Mr.  Marsh.  Then  I  do  not  want  to  again  burden  the  record  with  it. 

Mr.  AmiSBT.  Will  you  read,  for  the  benefit  of  Mr.  Fenn  and  myself,  from  Con- 
necticut and  New  Jersey,  respectively,  what  you  have  there  as  to  the  avera^  value 
per  acre? 

Mr.  Strong.  It  is  already  in  the  record  here. 

Mr.  Fenn.  I  know  I  have  Pome  farm  lands  that  will  run  from  ?500  to  $600  an  acre: 
they  are  assessed  at  that,  and  yet  we  have  a  load  of  land  that  would  not  be  ase^sed 

at  So  an  acre. 

Mr.  Marsh.  Have  you  in  the  record  the  figures  of  the  Bureau  of  the  Census  for  the 
vidue  of  all  farm  property  per  farm  in  1920? 
Mr.  Strong.  Yes;  that  is  in  the  record. 

Mr.  Marsh.  There  is  no  use  in  dupUcating,  then;  I  do  not  want  to  duplicate,  but  I 

just  did  this  little  bit  of  figuring:  We  nave  something  like  6,440,000  fwmsm  the  United 
States — 448,000,  I  believe,  to  be  exact.  If  we  loaned,  $25,000  on  every  one  oltiKMie 
«,440,000  farms,  all  it  would  amount  to  would  be  about  $160,000,000. 

Mr.  Strong.  ^Miat? 

^[r.  Marsh.  About  $l(iO,000,000,  as  1  figure  it,  if  we  were  to  loan  $25,000  on  each  of 
those  farms. 

Mr.  Strong.  We  have  not  anvthing  like  loaned  on  10  per  cent  of  thmn,  and  we  have 
already  loaned  over  $600,000,000. 

^fr.  Marsh.  I  know  you  have.  Understand,  I  am  just  painting  out  where  we  woidd 
arrive  if  we  assumed  a  rather  fair  loan  on  the  aveci^  on  ail  of  those  fainm  of  $25,000,  and 

you  will  see  it  is  quite  an  item. 

Mr.  Strong.  But  your  figures  must  not  be  corre<'t,  if  you  say  if  we  loaned  125,000  on 
every  farm  we  would  only  loan  $160,000,000;  because  we  have  not  loaned  anything 
like  iji25,000  on  10  per  cent  of  Them,  and  we  have  already  loaned  $600,000,000. 

Mr.  Marsh.  Let  me  get  that  straight;  you  may  have  misunderstood  me.  I  said  if 
we  should  loan  $25,000  on  every  one  of  these  farms  it  would  he  $160,000,000,000. 

Mr.  Strong*  You  said  million. 

Mr.  Marsh.  I  thoi^t  I  said  billion— $160,000,000,000.  Now,  1  want  to  give  you 
these  figures  as  to  the  number  of  farms,  the  different  sizes,  and  the  value  ci  b3X  wm 
properties,  and  also  the  Department  of  Agriculture's  figims* 

Mr.  Strong.  We  have  that  in  the  record.  • 

Mr.  Marsh.  By  size,  under  120  acres? 

Mr.  Strong.  No. 

Mr.  Marsh.  I  took  these  from  the  figures  which  they  supplied  me.  In  1920  there 
w^re— this  is  a  short  tahle  which  I  will  give  to  the  stenographer  later,  hut  I  just  want 
to  poiot  out  the  difference — m  1920,  there  were  796,543  farms  under  20  acres.  The 
value  of  all  farm  property,  on  the  average,  was  $3,084,  and  the  value  of  the  farm  land 
was  $1,660  for  these  farms.  There  were  1,503,734  farms  of  from  20  to  49  acres,  with  an 
average  value  for  all  farm  property  of  $3,900  and  an  average  land  value  of  $2,440. 
You  will  notice  that  the  farm  land  value,  which  1  will  read,  becomes  a  larger  propor- 
tion of  the  total  farm  value,  as  the  size  of  the  farm  increases,  particularly  when  you 
get  uj)  to  tlie  big  farms.  Now  for  these  smaller  farms,  some  of  wliich  are  near  towns, 
the  value  of  the  farm  land  was  $1,660,  on  the  average,  for  the  farms  under  20  acres. 
The  farm  land  value  for  the  farm  of  from  20  to  49  acres,  on  the  avenge,  was  $2,446. 
For  the  1,474,753  farms  of  from  50  to  99  acres,  the  value  of  all  farm  property,  on  the 
average,  was  $7,583  and  the  farm  Umd  value  was  $4,840,  The  value  of  all  farm  prop* 
erty  for  the  1,449.659  farms  of  100  to  174  acres,  on  the  aveiage,  was  $14,419,  and  the 
vidue  of  the  fasm  land  was  fl0,049.  Then  on  the  1,006,487  fums  of  175  to  499  acres^ 
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the  value  of  all  farm  property,  on  the  average,  was  $26,220,  and  the  value  of  tlie  farm 

land  was  $19,624.  ^    .  i» 

Now,  of  these  five  classifiMticmB  of  farms,  which  include  about  81  per  cmt  of  the 
&rm8  in  the  United  States,  the  highest  average— and  I  admit  this  was  mi  average— 
for  the  feunns  <rf  175  to  4Sli  acres,  the  value  of  all  farm  property,  in  which  is  included , 
of  coufse,  live  stock  and  machinery,  was  S26,220:  which,  in  a  largo  measure,  would 
be  met  by  a  $10,000  loan.  It  would  not  be  true  of  quite  all  of  them. 
(The  statement  in  full  as  submitted  by  Mr.  Marsh  is  as  follows): 
^^The  Department  of  Agriculture  gives  the  following  facts  regarding  the  number, 
size,  average  value  of  aXl  farm  property,  and  value  of  farm  lands  in  1920: 


mm. 


TTnder  20  acres 

20-49  acres  

,M)-9<>  acres  

100-174  acres.. 
175-499  acres.. 
.')0O-999  acres.. 
1,000  acres  


^lunber* 


796,534 

i,r>a?,734 

1,  474,  7.V5 
1,449,  ti.')9 
1.006, 4S7 
149,812 
67, 387 


Value  of 
aU  farm 
property. 


Value  form 


$3,084 
3.900 
7,683 
14,419 
26,220 
36,936 
Si,  0.54 


$1,660 
2,446 
4,S40 
10,049 
19,624 
27,987 
62,02^ 


"Throi^  the  reduction  in  Hie  selling  price  of  farm  products,  the  selling  price  of 
farm  lands,  eepeciallv  in  districts  where  there  has  been  severe  land  speculation,  has 
been  greatly  reduced.  It  is  doubtful  wliethor  over  G  to  8  per  cent  of  the  farms  m  the 
United  States  would  to-dav  justify  a  loan  of  .?25,00O.  No  such  loan  should  he  peruutted 
until  the  needs  of  small  farmers  have  1)een  met  and  farm  tonantr\'  ended. 

Mr.  Strong.  But  do  ron  think  it  is  fair,  to  take  the  average  value  of  farms  as  an 
art^umont  that  a  loan  of  over  $10,000  is  not  needed,  in  the  face  of  the  facte  in  ©vid«ace 
here,  and  well  known  to  everj^  man  who  is  informed  concerning  agriculture,  that  mere 
are  many,  manv  hundreds  and  thousands  of  farmers  in  the  United  Stetes  who  have 
isxms  WOTth  fwnn  $25,000  to  $75,000,  who  need  to  be  financed? 

Mr.  Fenn.  And  need  it  more,  too. 

Mr.  Strong.  And  perhaps  need  it  more  than  the  little  farmer,  it  they  are  to  continue 
to  produce  agricultural  products  as  they  ou.e^ht  to  do*" 

Mr.  Marsh.  It  depends  upon  whether  you  think  it  is  a  function  of  the  doyernmeut 
to  look  after  the  rich  or  to  help  the  poor  farmer  get  out  of  the  situation  he  is  in  to-day: 
and  also,  may  I  add,  whether  it  is  a  function  of  the  Government  to  fostear-a  syetem 
which  is  in  aid  of  agricultural  land  speculation? 

Mr.  Strong.  I  do  not  want  to  aid  i^cultural  land  speculation.  I  am  spendin 
my  time  toying  to  help  out  the  real  farmers  and  I  do  not  like  to  have  you  class  with  the 
rich  a  fanner  who  from  160  to  240  acres  of  land  that  he  is  living  and  trying  to  produ(  e 
agricultural  products  upon— I  do  not  like  to  Iuia  e  him  placed  in  the  catagory  of  not 
being  a  man  who  should  be  assisted  l)y  the  Federal  farm  loan  system  that  we  are  trying 
to  have  finance  agriculture  at  a  reasonable  rate  of  interest.  ^  ^  ^  ^ 

Mr.  Marsh.  I  would  not  call  liim  rich  as  ronipared  with  men  who  mvite  our  mtic^ 
generally. 

Mr.  Strong.  Let  us  do  not  go  into  that. 

Mr.  Marsh.  He  is  not  in  the  millionaire  class. 

^Ir.  Strong.  He  is  in  the  producers'  class  of  agricultural  products 

Mr.  Marsh.  Yes:  he  is  in  the  producers  class  of  acricultural  products,  and  Kocke- 
feller  swears  to  God  in  heaven  he  is  in  the  producers  class,  and  I  presume  thinks  he 
is  right;  but  I  do  call  your  attention  to  the  1'art  fact  in  1920,  we  had  2,454,804  tenant 
farmers  or  38.1  per  cent  of  the  total  number  of  farmers.  And  the  way  things  Me 
going,  in  the  next  few  years,  I  think  by  1930  half  of  the  formers  of  this  country  will  be 
tenant  farmers. 

5&.  Strong.  Hiat  should  be  stopped. 

Mr.  Marsh.  That  is  an  estimate.  ,  ^ 

Mr.  Strong.  I  think  tliat  should  be  stopped,  but  do  you  thuik  a  refusal  to  finance 
a  farmer  beyond  $10,000— in  other  words  a  refusal  to  finance  the  man  who  has  1 60 acres 
of  laud  in  Iowa -do  vou  tliink  that  will  tend  to  lessen  tenancy  in  the  United  States? 

Mr.  Marsh.  To  be  perfectlv  frank,  I  tiiink  it  will  very  much  tend  to  do  tliat. 

Mr,  Strong.  Your  idea  is  that  the  way  to  break  up  tenancy  in  the  United  States 
is  to  refuse  to  finance  the  farmer  above  $10,000? 

Mr.  JilARSH.  I  will  put  it  thia  way:  That  giving  the  average  fanner  a  larger  amount 
of  long-tenn  credit  mil  imqueetionably  tend  to  enable  kirn  to  Ittng  on  to  hia  faim  aad 
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Fell  it  at  hidier  prices  than  lie  has  a  right  to  ask  for  it  and.  also,  make  it  uufortuuatoly 
more  diflicull  lor  a  tenant  farmer  to  ,<ret  his  own  farm.  Further,  take  the  rase  of  the 
small  farmers  who  are  operating  their  farms,  tenant  laimers  to-day,  wlio  would  like 
to  own  tbem.  Suppose  the  man  who  owns  the  farm  can  get  au  increase  in  the  loan  up 
t(>  $25,000,  he  can  hold  that  tenant  farmer  to  a  stcicter  contract  and  make  it  more 
difficult  for  that  tenant  farmer  to  own  his  farm. 

Our  present  system  has  brought  about  a  lot  of  unrest  among  the  larmers.  If  we 
establi.^h  a?  a  fair  uornial  A  alue  of  farms  that  would  justify  a  loan  of  $25,000,  taking 
an  average,  we  are  going  to  increase  land  speculation.  I  think  tlie  Government  that 
is  giving  its  credit  at  a  low  rate  of  interest  to  the  farmers.  ]ia«  a  perfc^-t  riuiit  to  say. 
''Here,  you  have  to  stop  speculating  in  farm  lands."  ItisaiunclionolUo\ernment 
to  help  production,  not  speculation. 

Mr.  Fenn,  To  what  do  you  attribute,  laying  aside  the  fact  that  all  things  are  higher 
as  compared  with  the  purchasing  power  of  the  dollar— aside  from  that,  to  what  do  you 
attribute  this  hidi  value  of  farm  lands  in  the  United  States? 

Mr.  ilARsn.  Well,  I  attribut  it  pwUy,  Mr.  Congressman,  to  the  fact  that  during  the 
war,  when  costs  of  production,  as  well  as  of  labor,  f^Uizers,  fam  implements,  and 
machinery,  were  considerably  higher  

Mr.  Fexx.  The  lack  of  feiTilizor.  you  might  say.  too  -the  scarcity,  rather. 

Mr.  ;Mahsh.  Tlio  scarcity,  exactly — that  the  price  of  farm  products  Mas  higher  for 
most  farm  products  during  the  war  than  they  could  safely  bo  kept  at  for  a  long  period 
of  years,  and  a  great  many  thousands  and  scores  of  thousands  of  farms  changed  hands 
on  the  basis  of  capitalizing  the  selling  price  of  these  farm  products  into  the  selling  of 
the  farms,  and  they  knew  that  those  selling  prices  could  not  be  maintained. 

Mr.  Fenx.  Let  me  ask  you  this:  Do  you  think  the  lack  of  production  in  European 
countries  or  in  countries  outside  of  the  United  States,  except  in  Canada  and  Argentina, 
had  anything  to  do  with  the  increase  in  the  value  of  those  farmlands? 

Mr.  Marsh.  It  unquestioual)ly  liad  some  influences 

Mr.  1^'enx.  That  being  the  case,  what  guarantee  is  there  that  tliis  higli  pri(  e  of  farm 
lands  will  be  maintained  in  the  future  when,  if  it  ever  happens,  Ilusv-ia  and  other  parts 
of  Europe  begin  to  produce,  as  they  did  before  the  war,  their  cereals,  and  so  forth? 
Would  not  that  tend  to  decrease  the  value  of  the  farm  lands  in  the  United  States;  that 
is,  when  our  export  trade,  in  other  words,  ceases  to  be  of  the  magnitude  whidh  it  has 
been?  You  must  recollect  Europe  is  flat;  it  has  no  infoduction.  I  am  not  suggesting 
these  questions  critically  at  all.  my  dear  sir. 

Mr.  Marsh.  No;  and  1  quite  agree  with  you,  and  1  liave  already  done  some  writing 
on  that  subject. 

Mr,  Fexx.  liut  the  thing  that  disturbs  me  is  whether  tliis  excej)tionaI  condition  of 
the  world's  affairs  and  the  contributory  things  to  which  I  attribute  the  high  increase 
in  ibe  value  of  our  farm  land  and,  you  might  say,  in  tibs  values  of  everything — 
whether  there  is  any  prospect  that  that  will  be  continued.  We  do  know  this,  lliat  the 
prices  of  almost  everything  have  fallen  within  the  last  year  and  half— almost  every- 
thing. At  the  same  time,  from  your  figures  here,  I  find  that  the  value  of  tbe  tenn  lands 
in  Kansas,  for  instanc  e,  my  friend  Strong's  State,  have  increased. 

Mr.  Stroxg.  Oh,  no. 

Mr.  Fexx.  1  thought  you  said  the}-  liad  gone  from  $59  to  §62? 
Mr.  Strong.  No,  Jiis  iigure  of  the  average  price  per  acre  was  $59,  and  I  t^implv 
corrected  him. 
Mr.  Fenn.  They  have  not  increased,  then? 

Mr.  Stroxc.  No;  land  has  gone  down  in  the  last  year  or  two  in  my  distsrict. 

Mr.  F£NK.  That  relieves  me  of  the  appxdbmunon  I  had  in  my  mind  when  I  asked 

you  the  question. 

Mr.  Marsh.  The  selling  price  of  farm  land  has  go?ie  down,  and  I  know  that  the 
farmers  of  tliis  country,  as  a  whole,  would  be  infinitely  bt^tter  off  lo-day  if  the  selling 
price  of  the  farm  lands  in  the  United  States,  as  a  whole,  was  not  $1  more  tlian  it  was 
when  the  great  European  war  broke  out.  The  farmer  would  be  iulinitely  better  off. 

Mr*  Fenn.  Everything  would. 

Mr.  Strong.  1  do  not  agree  with  you  there,  because  in  my  State  in  the  case  of 
many  a  farmer  who  has  been  operating  his  farm  for  the  last  40  years  the  only  thii^ 
he  has  been  able  to  accumulate  is  the  inorease  in  1^  value  of  ms  land. 

Mr.  M\Ks:r.  Ye-^. 

Mr.  SruoxG.  And  I  do  n;)t.  vVdut  t:)  rob  him  of  that. 

Mr.  Fexx'.  Mr.  Strong,  that  is  limited,  after  all.  I  know  a  genileman  who  died  a 
short  time  aa;o,  a  very  prominent  man  in  my  State,  who  was  connected  with  a  com- 
panv  which  has  made  loans  in  Iowa  ever  since  it  was  Iowa.  In  face,  some  of  the  loans 
QNide  there  to-day  are  renewiUs  of  loans  which  were  made  there  first  by  this  man  30 
years  ago.  When  I  said  to  Mm,  bef<»e  the  war,  ''These  Iowa  fanners  have  made  a 
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lot  of  money?"  he  said,  Xo:  they  have  not  made  it  by  the  production  of  their  farms, 
but  they  have  made  it  by  the  increase  in  the  value  of  their  farms,  but  they  have  not 
made  a  lot.''  and  he  referred  to  some  loans  on  farms,  say,  of  82.000.  80  j^ears  ago,  where 
his  ccmcern  was  tlien  loaning  $5,0(M)  on  those  same  farms.  So  I  do  not  see  why  you 
^•hould  say  that  the  increase  in  the  value  of  those  farms,  to  those  individual  owners, 
wa^  a  detriment. 
Mr.  Marsh.  For  this  reason  

Mr.  Fbnn.  I  do  not  quite  und^stand  your  reasoning  thm* 

Mr.  Marsh.  My  statement  was  tliat  the  farm^  of  me  country,  as  a  whole,  would 

have  been  better  off. 

Mr.  Ffxx.  Those  who  wanted  to  go  into  farming  could  buy  lands  cheaper,  prob- 
ablj^  but  1  am  speaking  of  the  farm  owners,  tlie  farmers  of  the  country. 

Mr.  M  \KSH.  Take  those  individual  farm  owners.  A  lot  of  them,  of  course,  wiien 
the  price  of  farm  lands  came  up  to  a  high  figure,  sold  out  and  went  into  the  cities. 
I  am  not  blaming  them:  our  whole  system  of  production  of  agriculture  lias  been 
chaotic. 

Mr.  Fkn^.  They  cashed  in,  in  othw  words? 

Mr.  Marsh.  They  cashed  in,  and  our  whole  system  of  agricultural  production  has 
been  chaotic  and  idiotic.  Mr.  Strong  is  quite  right  that  the  only  way  the  farmer  has 
broken  CA^'en,  by  and  large,  has  been  first,  by  the  increase  in  the  selling  price  of  the 
farm  land,  and,  second,  \\'orking  himself  and  his  \nfe  and  children  very  largely  for 
nothing.  I  figure  that  the  farmers  lost  four  and  a  half  billion  dollars  last  year,  and 
even  with  the  biggest  business  concern  a  loss  of  four  and  a  lialf  billion  dollars  in  a 
year  would  wreck  its  business. 

Mr.  STROxe.  I  want  to  conect  one  other  statement  you  made,  and  that  was,  during 
the  war,  that  the  farmers  got  high  prices  for  their  stuff.  Do  vou  think  that  the  fanner 
got  increases  in  the  prices  for  his  products  in  keeping  with  the  advanced  cxxrts  of  otiiar 
commodities  and  labor  and  manufactured  products? 

Mr.  Fkxx.  And  the  cost  of  living? 

Mr.  Maksk.  No.  not  in  proportion  to  a  lot  of  those  prc^teers;  he  did  not  protiteer 
in  any  sense  whatever. 

Mr.  iSxRoxG.  He  did  not  get  an  increase  anything  like  compared  to  the  increase  in 
the  price  of  labor  and  manufactured  products,  did  be? 

Mr.  Marbs*  Yes:  the  prices  of  a  good  many  farm  products  went  up  approximatdy, 
for  two  or  three  years,  as  hi^  proportionately  as  the  price  of  labor. 

Ife.  Strong.  We  had  a  restricted  price  on  wheat  and  corn  during  the  war. 

Mr.  Marsh.  Yes;  through  the  administration  of  the  United  States  Giuin  Corporation 
and  Federal  Food  Administration,  that  is  true;  but,  at  the  same  time,  I  am  taking 
farm  products  as  a  whole.  Some  of  them  did  go  up.  You  ask  me  as  to  the  ratio  com- 
pared to  labor.  I  say  as  far  as  labor  was  concerned,  they  are  on  a  parity  in  some  cir- 
cumstanceB.  As  &r  as  manufajCtures  were  concerned,  the  farmer  was*  not  in  it  at 
all. 

Mr.  Strong.  He  was  not  in  it  as  compared  to  labor,  either.  Kansas  lost  a  lot  of  het 
population  because  it  went  away  to  raga^  iu  induataries  which  paid  better  prices  for 

labor. 

Mr.  Marsh.  How  much  better  off  were  they  when  they  came  back? 

Mr.  Strono.  I  do  not  know;  but  labor  went  away  from  the  farmsi  attaracted  by 
the  higher  prices  for  labor  in  other  industries. 

Mr.  Fenn.  There  was  one  county  in  my  State  which abflolutdy,  in  the  1920  census, 
wmild  have  lost  in  population  if  it  had  not  been  for  one  thing.  In  that  county  is 
a  large  manufactimi^  town.  Hiat  manufacturing  town  increased  5,000  in  pop^ 
ulation  in  the  10  years.  The  gross  increase  in  the  county,  I  think,  was  169,  showing 
that  they  all  left;  and  town  after  town  lost  in  population  out  there,  according  to  the 
last  census,  but  they  came  into  this  manufactming  town  which  kei)t  the  county  just 
over  the  line  with  an  increase. 

Mr.  M ANSON.  There  were  thousands  of  men  employed  in  shipyards  as  common 
laborers  at  $8  a  day  who  came  directly  from  the  fai-ms  to  the  cities. 

Mr.  Fbnn.  Absolutely,  and  this  town  I  speak  of  was  making  ammunition  and  things 
for  the  Government  and  they  all  came  in  there  and  got  $6  and  $8  a  day — more  twa 
thmr  get  before  in  a  week,  practically,  on  the  forms. 

Mr.  Applkby.  I.et  me  ask  the  gentleman  a  question  on  the  inflation  in  land  values. 
I  have  been  in  the  real  estate  business  for  many  years.  If  you  have  had  inflation 
in  the  farm  lands  throughout  the  country  which  you  Mould  like  to  stop,  has  there 
not  been  the  same  so-called  inflation  in  real  estate  in  the  towns  and  cities  throughout 
the  United  States,  and  how  would  you  stop  that? 

Mr.  Marsh.  Well,  I  would  stop  it  the  same  way  they  stoppetl  it  largely  iu  the 
city  of  PjtteA>uigh,  Pa.,  by  gradually  imtaxing  impxwemeiKto  and  taxing  laad  values 
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more  heavily.  And  over  in  XeAv  York  < 'ity,  the  legislature  passed  an  em})owering 
act,  and  the  city  of  New  York,  through  its  board  of  aldermen,  under  permissive 
l^islation,  exemjned  from  taxation  all  new  buildings  for  living  purposes,  for  domestic 
purposes,  for  a  pcrit)d  of  ten  yeare.  And  up  in  North  Dakota,  where  they  have  had 
fewer  bank  failures  in  pr6ix)rtion  to  population  than  almost  any  other  State  in  the 
Union,  I  think  in  1917  or  thereabouts  tliey  practically  exempted  all  ham  improve- 
mentS)  as  well  as  nty  improvements,  from  taxation,  and  th^  has  been  inaedcally 
no  speculation  in  farm  lands  in  most  of  North  Dakota. 

Mr.  8tron(..  You  are  in  favor  of  putting  all  taxes  on  the  im^vements  and  mue 
on  the  land'* 

Mr.  r  ^ARSH.  I  would  not  put  any  tax  on  the  improvements:  I  would  simply  say  if 
a  fariiH  r  develops^  his  land  I  woukl  exempt  him  from  a  tax  on  his  improvements  and 
I  would  tax  land  values  of  the  farmer  who  does  not  improve,  more  heavily. 

^Ir.  Stkong.  And  foUow  that  in  the  cities? 

Mr.  AFKiBBY.  That  has  been  dedated  unconstitutional  in  New  Jersey.  They  put 
an  exemption  <m  all  dwelling  houses  built  for  so  many  years  and  they  carried  it  to 
the  siipraoe  court  of  the  State  and  they  upset  it  and  said  the  act  was  not  constitu* 

tional. 

Mr.  Marsh.  Of  coiu'se,  you  will  agree.  Congressman,  the  American  people  have  a 
reasonable  degree  of  veneration  for  the  written  ( Vmstitution,  but  they  are  getting  very 
much  more  worried  over  the  human  constitution  and  if  the  Constitution  interferes 
with  their  human  welfare,  they  are  going  to  change  it.  I  had  a  chance  this  siunmer, 
perhaps  as  good  as  any  man,  to  come  in  contact  with  the  people  around  over  this 
country.  I  was  out  campaigning  twice  to  tke  Pacific  coast  and  thousands  of  famim 
and  wa^e  earners  talked  to  me  liter  the  meetings  and  I  got  a  good  idea  (A  what  they 
were  thinking  about. 

Mr.  Strong  .  You  got  an  idea  of  what  the  radical  element  was  thinking  about. 

Mr.  Marsh.  If  you  admit  that,  then  you  have  to  admit,  in  view  of  the  numbers  of 
changes  that  were  made  in  Congress,  that  the  people  are  dog-goned  radical  in  the  last 
election  all  over  the  country,  South,  Ea^l,  and  West,  because  1  talked  to  the  fellows 
who  made  the  changes  and  helped  in  the  election  of  some  of  the  new  Memb^s  who  are 
coming  in  after  the  4tii  ctf  March. 

Mr,  Strono.  Thank  goodness,  the  fellows  you  helped  in  my  State  were  not  elected, 

ifr.  Marsh.  1  would  like  to  ask  ilie  disiingui&iied  gentleman  what  happened  to  the 
Chairman  of  the  Committee  on  Rules.    1  understood  he  was  defeated . 

Mr.  Strong.  He  was  defeated  in  the  primaries  by  a  KepubUcan;  but  another 
llepublican  was  elected. 

Mr,  Marsh.  1  am  not  a  partisan.    Thank  (lod  all  parties  look  alike  to  me. 

Mr.  Stroxo.  Kxcept  the  Farmer- Labor  Party. 

Mr.  Marsh.  1  am  not  a  member  of  the  Farmer-Labor  Party  and  never  have  been, 

Mr.  Mansok.  Does  not  the  fact  that  the  Fannlx>an  Board  has  indorsed 
$100  an  acTO     the  land  on  the  amount  of  the  loan  that  they  would  make,  ofbet  any 
tendency  to  use  this  sjrstem  for  speculative  purposes? 

Mr.  Marsh.  No;  not  by  any  manner  of  means,  as  I  see  it. 

Mr.  Strong.  What  do  you  think  the  limit  ought  to  be? 

Mr.  Marsh.  I  do  not  know  that  I  can  give  an  exact  limit,  but  I  point  out  that  they 
can  loan  on  farm  land  to  the  extent  of  $100  an  acre,  answering  your  question,  Mr. 
Manson,  If  the  Farm  Loan  Boai-d  can  loan  on  land  to  the  extent  of  $100  per  acre,  then 
as  under  the  law  they  are  allowed  to  loan  only  50  pear  cent  of  the  estimated  value  of 
the  land— am  I  correct— and  40  per  cent  of  the  value  of  the  improvementB,  the  as- 
sumption 18  ^ey  can  loan  on  farm  land  up  to  the  value  of  |800  per  acre. 

Mr.  Manson.  That  is  it  exactly. 

Mr.  Marsh.  And  that  is  absolutely  uneconomic  in  principle  ior  farm  lands  for 
general  farming. 

Mr.  Strong.  What  do  you  think  the  price  ought  to  be  for  farm  lands? 

Mr.  Marsh.  I  certainly  realize  this— I  am  talking  now  just  of  the  bare  iaxm  lauds; 
not  orchards,  or  iirigation,  or  drainage,  or  any  of  those  things — certainly  a  mairimnm 
of  1100  an  acre  woiud  be  much  sounder  tiian  $200  or  $300  an  acre. 

ySx.  Strong.  What  is  the  &rmer  to  do  who  lives  in  a  community  in  lova  where 
land  all  around  him  is  worth,  $200,  $300,  and  $400  an  acre;  what  is  ibat  mm  to  do 
if  he  wants  to  buy  a  farm  for  his  son — send  him  out  of  the  State? 

Mr.  Marsh.  No;  he  will  have  to  take  his  medicine  the  same  as  any  other  specu- 
lator. It  is  the  business  of  the  Government  to  linance  the  production  of  farm  prod- 
ucts; it  is  not  a  function  of  the  Government— 1  am  not  a  Socialist,  and  therefore  I 
want  to  emphasize  this— it  is  not  a  function  of  the  Government  to  finance  ^peculation 
in  farm  lands. 

Ifo*  Stbong.  Then  you  are  in  favor  of  d^Uttiou  in  farm,  lands? 
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Mr.  Marsh.  I  do  not  say  I  favor  any  such  drastic  proposition  as  that. 

Mr.  Strong.  You  do  not  think  they  ought  be  over  $100  an  acre? 

Mr.  Marsh.  1  say  it  would  be  much  better  for  the  producers  of  the  country,  as  a 
whole,  if  farm  land  used  for  general  farming  (not  for  orchards  and  not  for  truck  garden- 
ing, but  for  wheat  raising,  cotton  raising,  raising  potatoes  and  live  stock),  did  not 
exceed  $100  an  acre.  And  I  do  not  believe  you  can  find  an  econosust  many  mmJl 
farmers  who  won't  agree  with  that  statement. 

Mr.  Manson.  Mr.  Marsh,  if  you  take  a  community  where  the  price  of  land,  regard- 
less of  its  value,  is  $250  to  $300  an  acre,  you  certainly  can  not  do  any  speculating  in 
that  land  through  loans  that  are  made  on  the  basis  of  $100  an  acre,  can  you? 

Mr.  Marsh.  Why,  it  would  depend,  I  would  say,  partly  upon  whetlier  Congress 
makes  an  increase  at  this  time  of  from  $10,000  to  $25,000  in  the  amount  which  can  he 
loaned,  which  will  lead  them  to  say,  a  decade  ago,  roughly,  we  established  tikis  £ann 
land  syEtem  on  tiie  basis  of  $10,000  and  in  10  years,  a  dec^e,  we  have  jumped  it  to 
$25y000.  If  we  increase  in  the  same  percentage,  in  another  decade  we  will  be  loaning 
two  and  one  half  times  $25,000,  which  will  be  $02,500  to  a  single  Iwrrower.  And  I 
realize  absolutely  the  effect  upon  a  person,  not  farming  but  in  selling  farm  lands,  the 
effect  of  thinking  he  can  keep  increasing  the  amount  which  he  can  borrow  and  at  a 
low  rate  of  interest. 

Mr.  Strong.  You  are  l^inst  increasing  the  amount  from  $10,000  to  $25,000? 

.Mr.  Marsh.  I  am  against  it  at  least  until  this  Govaiunent  can  take  up  the  roughly 
four  billions  of  long-tasn  mortgages  which  are  outstanding  now  on  favms  op^ted 
by  their  owners. 

Mr.  Strong.  You  are  against  it  in  this  bill,  now? 

Mr.  Mabsh.  I  am  against  it  now,  absolutely. 

Mt.  Strong.  Do  you  not  realize— you  say  we  started  10  years  ago  with  this  sj-stem 
to  finance  the  farmers  to  the  amount  of  $10,000  and  now  we  want  to  increase  it  to 
$25,000— don't  you  realize  10  years  ago  when  we  started  this  system  we  had  given 
the  joint-stock  banks  the  right  to  loan  more  money  than  that  and  they  are  now  loaning 
up  to  $50,000? 

Mr.  Marsh.  I  underatand  that. 

Mr.  SifRONG.  And  do  you  not  think  the  fann  loan  banks  ought  to  have  a  right  to 
compete  vnth  the  joint-stock  banks,  which  are  private,  profit-making  institutions? 

Mr.  Marsh.  No;  I  think  it  is  the  function  ot  the  Gov^nment  to  biefy  the  weakest 
and  not  to  help  the  strongest. 

Mr.  Strong.  We  are  already  helping  the  strongest  with  the  joint-stock  banks. 

Mr.  Marsh.  All  right,  if  you  are  already  helping  the  strongest  with  the  joint-stock 
banks,  then  there  is  certainly  no  necessity  to  increase  the  maximum  loan  you  can 
make  under  the  farm  loan  bank  system. 

Mr.  Strong.  We  would  like  to  help  build  up  the  farm  loan  bank  system  and  put 
it  in  competition  with  the  joint-stock  banks. 

Air.  Marsh,  iforeover,  I  think  there  is  this  aspect  to  it,.Mr.  Strong;  I  would  like  to 
emphasize  we  are  getting  away  from  the  idea  of  speculation  in  farm  production.  You 
would  be  astounded,  I  am  sure,  and  delighted,  to  know  how  many  farmers  feel  the 
Government  has  to  handle  their  crops  for  quite  a  while;  they  do  not  want  to  have  to 
rely  upon  working  their  wives  and  children  to  death  and  increasing  farm  lands  for  the 
love  of  it. 

Mr.  Strong.  Do  you  tiiink  that  is  a  function  of  the  Gov^nment  

Mr.  Marsh.  I  certainly  do. 

Mr.  Strong  (continuing).  To  handle  the  marketing  of  farm  products? 

Mr.  Marsh.  Yes.  As  Herbert  F.  Baker  (Republican  State  senator,  who  ran  ap:ainst 
Townsend;  he  did  not  quite  beat  him  in  Alichigan,  but  very  nearly),  said  when 
appearing  before  the  Senate  and  House  (Committees  on  Agriculture,  the  distribution  of 
food  is  as  much  a  governmental  function  as  is  the  distribution  of  mail,  and  I  entirely 
agree  with  him  in  that  statement.  The  world  is  coming  to  that,  slowly  but  surely. 

Mr.  Strong.  There  is  a  difference  between  distributing  food  and  distributing  the 
mails. 

Mr.  Marsh.  Precisely,  and  this  marketing  bill  is  desired  to  give  the  fonnur 
what  I  say  the  fanner  should  ask  and  get,  cost  <rf  i>roductu>n,  includii^  5^  to  6  per 
cent  on  hie  investment,  plus  labor  costs,  plus  equipment  and  fertilizers;  but  then 
also  to  ask  to  get  an  increase  in  the  selling  price  of  farm  lands  is  something  I  do  not 
think  the  farmer  should  ask. 

Mr.  Strong.  I  think  if  he  does  not  get  a  better  profit  than  5  to  5^  per  cent  he  will 
be  disposing  of  his  farm  and  loaning  liis  money  out  to  somebody  at  5J  per  cent  and 
have  no  worry  or  bother. 

Mr.  Marsh.  Call  it  7  per  cent;  I  was  figuri^  on  the  rate  of  int^mt  he  pays  and 
oilier  costs,  plus  a  good  return  on  the  labor  irf  Ins  fandly. 
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"Mr.  Stkonc.  I  would  be  glad  to  have  him  have  it,  l)Ut  let  us  get  back  to  this  bill. 

Mr.  Marsh.  I  would  like  to  quote,  with  Mr.  Covey  and  Mr.  Mansou  here,  from  a 
very  eoiiservative  farm  paper,  known  as  the  Country  (T(^ntleman,  which  has  never 
been  accused  oi  any  exaggerated  tendency  to  radicalism.  There  is  an  article  in  th(» 
iasue  of  December  30,  entitled  'Wliat  is 'farm  credit?  larmer,  banker,  and  politi- 
cian seek  the  answer.  By  E,  V,  Wilcox.*'  There  are  only  a  few  lines  1  would  like 
to  quote,  bearing  directly  on  this  proposition.  [Reading:] 

''The  ceimis  estimate  of  the  total  value  of  all  farm  property — ^land,  buHdings, 
machinery,  and  live  stock— in  1919  was  about  $78,000,000,000.  The  subsequent 
decline  in  land  values  ha?  ]>erhaps  reduced  this  sum  to  $72,000,000,000.  How  much 
mor.tn'  has  been  lent  against  that  sum?  'The  best  estimate  we  can  make/  said 
V.  Valgren,  of  the  I'uited  States  DepartnK^nt  of  A.oriculture,  is  §7,000,000,000  in 
the  form  of  mortgages,  $3,750,000,000  in  bank  loans  to  farmers  on  personal  security, 
and  $1,250,000,000  as  private  personal  loans,.making  a  total  of  $12,000,000,000  indebt- 
edness of  fann  property,  or  about  16  per  cent  of  the  total  value.' 

"when  IiOAks  hurt  thb  borbower. 

'^What  do  bankers  think  of  agriculture  as  u  loan  opportunity?  'There  is  enough 
money  in  local  banks  right  now,*  said  P.  W.  Goebel,  president  of  the  Cominercial 
National  Bank  of  Kansas  f'ity.  Kans.,  'to  ruin  all  farmers  by  overexpansion  of  loans. 
The  real  credit  problem  is  not  how  much  but  what  for?  I  have  in  mind  a  160-acre 
farm  on  which  ^2,000  was  considered  a  big  loan  20  years  ago  when  the  farm  was  worth 
$6,000.  Three  years  ago  the  farm  sold  for  $18,000,  and  the  buyer  came  to  me  to 
borrow  $10,000  on  it.  That  would  make  interest,  taxes,  and  repairs  total  more  than 
$1,000  a  year.  And  the  farm  wouldn't  bear  it.  Therefore  I  had  to  decline  the  loan. 
We  soon  reached  a  limit  beyond  whidi  it  is  unkind  to  the  borrower  to  lend  further. 
For  30  years  I  have  lent  money  to  buy  cattle  for  feeding  and  have  myself  been  in  tiie 
feeding  business.  But  I  refused  to  lend  money  to  speculate  on  pocMr  feeder  cattle 
in  the  Panhandle  country  at  14  cents  a  pound." 

I  just  cite  that.  I  do  not  know  Mr.  Goebel;  maybe  the  chairman  does,  but  he  is 
not  a  radical  or  they  would  not  quote  him  in  this  magazine.  ]5ut  I  point  this  out: 
Take  the  farm  land  situation  in  the  country  as  a  whole,  and  I  am  going  to  stick  to  the 
Government  figures   * 

Mr.  ApfIiEby*  Let  me  ask  you  a  question  there:  Is  the  gentleman  in  favor  of  anjr 
of  the  provisions  of  the  bill? 

Mr.  Marsh.  I  want  to  ask  some  questions  about  two  or  three  of  thesQ  provisions 
a  little  bit  later,  after  I  finish  this,  or  I  will  take  it  up  now  if  you  would  rallier  have 
me  do  so. 

Mr.  Applkby.  No,  but  I  was  just  wondering  whether  there  was  any  provision  of 
the  bill  of  which  you  were  in  favor. 

Mr.  Maush.  I  am  not  in  favor,  I  can  say  in  passing,  of  any  piovision  which  will 
take  from  the  farm  loan  associations  the  initiative  and  control  to  which  they  are 
entitled,'but  giving  conaidefration  to  the  ri^ts  of  the  general  public  who  supply  tiie 
cadi.   They  have  to  be  considered,  too. 

Mr,  Appleby.  While  we  are  on  that  clause  relative  to  the  selection  of  the  directors, . 
are  you  in  favor  of  the  bill  as  drawn,  or  what  suggestions'have  you  to  make  on  that? 

Mfr.  Mahsh.  Frankly,  in  that  ccmnection,  I  want  to  ask  why  the  change  was  made 
from  the  existing  law? 

Mr.  Appleby.  Mr.  Strong,  no  doubt,  can  answer  that, 

Mr.  Strong.  What  is  it? 

Mr.  Mabsh.  I  want  to  ask,  in  replv  to  a  que0lium  whether  I  favor  section  2  as  to  tilte 
sdection  ct  the  board  of  directors  of  the  ham  losm  bank,  why  the  change  was  made 
from  existing  law?  I  do  not  know. 

Mr.  Stkong.  The  suggestion  has  been  made  that  the  Government  should  retain 
its  supervision  over  the  system,  in  the  interest  of  making  it  possible  to  sell  the  bonds 
at  a  low  rate,  in  order  to  furnish  the  farmer  the  money  at  the  lowest  possible  cost.  In 
other  words,  it  is  thought  that  it  will  not  be  best  for  tne  system  to  place  it  in  the  hands 
of  the  borrower,  but  we  are  trying  to  let  the  borrowers  and  the  Government  have  an 
equal  number  of  directors  retain  Government  supervision  in  the  interest  of  the  sj^stem. 

Mr.  Mabsh.  Well,  as  I  explained  in  answer  to  Congressman  Appleby 's  question,  he 
asked  me  what  I  Hiought  of  uiat,  and  I  said  I  wanted  to  ask  a  question  <3  the  introducer 
ci  the  bill  and  also  to  get  any  lig^t  the  coimnittee  could  tmow  on  it  as  to  why  tint 
change  was  made. 

May  I  ask  this  (question,  further:  Has  there  been  any  indication  in  the  practices  of 
the  local  cooperative  organizations  of  farmers,  organized  under  the  Federal  Farm  Loan 
Acty  that  they  were  inclined  to  misuse  the  power  given  them,  or  to  abuse  it? 
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Mr.  Strong.  They  have  never  exercised  the  power,  so  far:  the  system  has  remained 
under  the  control  of  the  Government  Federal  Farm  Loan  Board.  But  there  is  a  very 
geoend  lack  of  interest  in  the  cooperative  farm  loan  associations  after  the  members 
have  secured  their  kans,  in  scnne  cases  to  mich  an  extent  that  they  do  not  meet  and 
help  the  other  fanner  get  a  loan  and,  in  some  cases,  the  coopmtive  farm  loan  associa- 
tions  have  gotten  into  the  hands  of  bankets  who  do  not  assist  it  to  make  loans.  And 
it  is  a  question  whether  or  not,  if  the  system  itself  were  placed  in  chatge  (rf  the  co- 
operative associations,  men  who  only  had  a  very  small  investment— whether  or  not 
that  interest  would  be  taken  which  would  cause  the  banks  to  function,  as  they  function 
now.  The  intention  of  the  bill  is  not  to  take  the  interest  away,  but  to  leave  them  to 
select  a  part  of  the  directors  and  to  leave  the  government  in  the  position  of  being  able 
to  keep  its  supervision  of  the  system. 

Mr.  Masbh.  Who  would  select  the  umpire,  so  to  speak,  the  seventh  member? 

Mr.  Strong.  It  is  generally  supposed  the  six  representatives  of  the  district  will 
agree,  and  I  think,  in  99  cases  out  of  100  they  would.  But,  in  case  there  was  some  dead- 
lock, the  chairman  of  the  Fann  Loim  Boaid,  under  this  wouM  cast  the  diddine 
vote. 

Mr.  Stevenson  The  farm  loan  coBunissioner  is  the  man  who  would  cast  thedecidiae 
vote  in  a  case  like  that. 

Mr.  Mabsh.  I  so  construe  section  2,  page  4,  that  the  purpose  was— and  please  correct 
me  if  I  raa  in  error— to  leave  the  final  determination  with  the  central  body  here. 
Mr.  Stkong.  If  there  should  be  a  deadlock. 

Mr.  Mabsh.  With  tiie  Fairn  Loan  Board,  if  fji^  should  be  a  deadlock? 

Mr.  Strong.  Yes. 

Mr.  Marsh.  To  what  is  the  very  large  increase  of  the  amount  of  loans  plaoed  duiing 

the  past  year  l>y  th(>  Federal  land  bank  system  aUiibutable? 

Mr.  Stronc.  To  their  ability  to  sell  bonds. 

Mr.  Marsh.  Bui,  of  course,  there  has  to  be  somebody  to  ap]>ly  for  the  loans.  They 
could  sell  the  bonds,  but  that  would  not  mean  they  would  make  the  loans. 

Mr.  Steonq.  Yes,  and  they  could  not  make  the  loans  if  they  did  not  sell  the  bonds. 

Mr.  Mabsh.  Quite  so,  and  I  am  tr>ing  to  get  at  whether  th^  has  been  any  con- 
certed effort  on  the  part  ci  thoee  cooperative  associations  to  get  through  loans  which 
they  did  not  make  before. 

Mr.  Strong.  Oh,  there  has  been  a  great  demand  for  the  loans.  In  fBCt^  tfaeie  aie 
a  lot  of  farmers  who  would  like  to  have  them  now,  that  do  not  get  thenu 

Mr.  Marsh.  What  size  loans? 

Mr.  Strong.  All  kinds  of  loans,  from  $500  u])  in  my  district.  I  have  one  county 
in  my  district  that  has  not  a  farm  loan  association;  I  haAC  other  counties  where  the 
&mi  loan  associations  do  not  function.  The  farm  loan  association  to  which  I  belong 
IS  functioning  spelndidly  and  loaned  over  $200,000  last  year,  but  what  we  want  to  do 
IS  to  get  all  the  fanners  to  have  an  opportunity  to  get  loans  in  this  system,  if  they 
want  them. 

Mr.  Marsh.  I  got  a  letter  from  Commissioner  Lobdell,  to  whom  I  wrote  r^azding 
the  avera.s:e  size  of  the  loans  placed  last  year  by  the  Federal  ^um  baakflyefeMi, 

in  which  he  stated  it  was  about  $3,000. 
Mr.  Strong.  Yes. 

Mr.  Marsh.  1  wondered  why,  Mr.  Strong,  that  a  lot  of  the  farmers  in  vour  district, 
as  I  understood  you,  had  not  been  able  to  get  loans;  whether  it  was  diie  to  the  fact 
money  was  not  available  or  whether  it  was  due  to  the  fact  they  were  undesirable  loans. 

Mr.  Stroko.  Xo  ;  a  lot  of  them  do  not  know  of  this  system,  or,  if  l^ey  do  know,  they 
are  unable  to  get  the  loan  easily.  In  some  places  where  they  go  to  the  farm  kon  aflH>- 
ciation.  the  directois  do  not  meet  and  they  are  not  served,  and  after  waiting  a  reason- 
able h^ngth  of  time,  they  borrow  of  a  mortgage  banking  concern*  Tn  frtht^r  mifrff,  th^ 
have  no  farm  loan  ai^ociation  to  .^^o  to. 

Mr.  Marsh.  Will  this  bill  chani^ing  the  control  of  those  local  organi/^tious  make 
it  easier,  in  your  judgment,  for  the  small  farmer  to  get  a  loan? 

Mr.  Strong.  It  does  not  change  the  operation  of  the  system  as  now  managed;  it 
simply  continues  the  present  Government  supervision  the  same  as  it  has  been,  only 
It  gives  thelarmeis  in  the  aiBPciatien  an  opportunity  to  elect  three  of  the  directors 
the  hanks. 

Mr.  Marsh  .  W  hat  is  the  idea  of  this  part  of  the  bill,  then? 
Mr.  Strong.  To  continue  the  Government  super\*ision. 

Mr.  Marsh.  Is  there  any  thing  which  would  terminate  the  Governments  super* 
vision  if  this  bill  were  not  enacted? 

Mr.  ^raONG.  Well,  the  original  law  provided— you  probably  have  not  looked  the 
sraltiNr  up^but  the  original  law  provided  liiien  the  borrowers  had  stock  in  the  banks 
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to  the  sunount  of  $100,000  they  then  should  take  control.  But  four  years  ago,  I  think 
it  ^mm^  the  Government  invested  $200,000,000  in  the  bonds  of  the  assodaticm  and  put 
a  clause  in  the  lav  then  that  until  that  money  vns  repaid  or  those  bonds  were  taken  upt 
tibot  the  Government  should  continue  its  supervision,  and  it  has  continued  it  ever 
since.  Now,  the  question  is  whether  or  not  it  will  relinquish  that  supervision  or 
whether  it  should  be  continued,  and  the  intention  of  this  provision  is  to  continue  that 
Government  supervision. 

Mr.  Marsh.  It  was  not  clear  that  the  Governmeint  supervision  would  end  now, 
automatically.   Is  that  the  case  when  the  bill  passed? 

Mr.  Strong.  It  was  to  cease  when  the  $200,000,000  worth  of  bonds  were  taken  up 
and  the  borroAvc  is  in  the  difCmnt  banks  have  an  investment  of  $100,000. 

^fr.  Marsh.  When  is  that  apt  to  happen? 

Mr.  Strong.  It  might  happen  within  a  year.  I  can  not  tell  you  when  it  will  happen. 
Mr.  Manson.  The  $100,000  limit  has  been  passed,  in  the  most  cases,  by  all  of  the 
banks. 

Mr.  Strong.  Then  if  the  borrowers  have  acquired  the  capital  of  the  banks  to  the 
extent  of  §100,000,  as  the  gentleman  says,  the  only  thing  that  is  preventing  the  control 
from  leaving  the  Government  is  the  bonds  that  the  Government  nas  bought  and  placed 
in  the  Treasory,  and  when  those  are  redeemed  the  Gov^nment  has  to  reUnquidi  con* 
trol.  Now  the  qttestion  is  whether  it  is  best  for  the  system  for  the  Government  to  do 
that,  or  not.    Some  think  it  is,  and  others  do  not. 

Mr.  Marsh.  I  do  not  yet  quite  see  whether  there  is  a  charge  of  incompetent  man- 
agement behind  it. 

Mr.  Strong.  Nothing  of  that  kind  at  all.  The  only  question  is  Avhether  or  not  it  is 
better  for  the  Fedeml  farm  loan  system  for  the  Government  to  continue  its  control 
and  managment,  or  whether  it  should  be  turned  over  to  the  borrowers.  That  is  the 
situation. 

Mr.  Marsh.  That  is,  whether  the  Government,  as  representing  the  d^[X)sitoi»,  so 

to  speak,  tbe  investors,  the  purchasers  of  those  bonds  

Mr.  Strong.  Nothint^  of  the  kind;  but  whether  it  is  best  for  the  farmers  that  the 
Government  should  maintain  its  super\dsion  over  the  system,  or  whether  it  should  be 
turned  over  to  the  borrowers  to  manage  it.  Some  think  it  would  be  much  the  best 
to  turn  it  over  to  the  borrowers  to  manage  it;  others  think,  that  because  of  their  email 
investment,  there  will  be  a  lack  of  interest  and  that  they  won't  ave  the  supervision 
and  safe  management  now  given  through  the  Government  Fedearai  Faim  Loim  Board, 
and  so  loose  the  confidence  of  the  bond-buying  public  and  be  unable  to  sell  flie  bonds. 
There  is  the  difference,  as  I  imderstand  it. 

Mr.  Marsh.  Well,  if  the  farmers  are  supposed  to  have  such  excellent  business 
judgment  that  they  can  be  allowed  to  increase  the  loans  they  get  from  $10,000  to 
$25,000,  would  not  the  expectation  be  that  they  had  enough  business  sagacity  to  ad- 
minister their  own  affairs? 

Mr.  Strong.  There  is  not  any  doubt  about  it.  It  is  not  a  question  of  their  ability; 
the  question  is  whether  the  man  who  needs  credit  cmd  borrows  $25,000,  or  say,  $10,000, 
and  takes  a  $900  interest  in  a  bank— whether  he  is  goii^  to  ne^ct  his  fium,  in  whidi 
he  has  invested  the  ^5,000,  in  order  to  care  for  his  $500. 

Mr.  Mabsh.  ^Mio  will  suffer  most  if  his  investment  is  not  looked  after? 

Mr.  Stbong.  Why  the  man  who  follows  him  and  wants  to  borrow  money. 

Mr.  Marsh.  And  not  the  present  borrower? 

Mr.  Strong.  No;  I  am  a  borrower  in  a  Federal  farm  loan  bank.  I  borrowed 
$5,000  on  my  farm.  I  have  a  $250  investment  in  the  Federal  farm  loan  system.  I  did 
not  go  into  the  system  for  the  purpose  of  taking  an  investment  of  $250;  I  went  into  it 
for  the  purpose  of  getting  this  $5,000  amortized  loan  on  my  farm.  I  never  go  to  the 
association  meetings  or  pay  any  attention  to  its  management,  and  I  do  not  ^ink  any 
other  farmer  does  m  my  community  except  the  secretary,  treasurer,  and  perhaps  the 
board  of  directors  wh^  he  asks  them  to  attend  a  meetii^.  Now  the  question  is, 
what  is  best  for  the  association,  for  the  system,  and  for  the  farmers  of  the  country  at 
large;  whether  the  retention  of  GovemmOT.t  control  is  better  or  not.  That  is  what  this 
committee  is  trving  to  determine. 

Mr.  Marsh.  And  I  understand  the  Federal  Farm  Loan  Board  itself  has  recom- 
mended this? 

Mr.  Strong.  The  Federal  Farm  Loan  Board,  Mr.  Herbert  Qmck,  and  Mr.  Lever, 
who  farmerly  serve!  upon  it.  The  presidents  of  the  Feda»l  land  banks  and  practi- 
odly  all  who  have  been  interested  in  management  of  the  system  are  in  &vor  oi  and 
believe  Ihe  Government  should  retain  its  supwvisioii. 

Mr.  MAB£ra,  IVactically  a  veto  control. 

Mr.  Strong.  Practically.  But  there  will  be  no  supervision  of  their  decisions  ss 
to  the  seventh  member  unless  the  six  members  iail  to  agree.  Now,  let  us  be  fair  about 
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It.  Some  men  have  argued  here  that  the  Federal  Farm  Loan  Board  would  use  its 
controlling  power  tor  the  purpose  of  instructing  the  three  members  thev  would  name 
m  the  first  instance  to  disagree  with  the  three  members  named  by  the  farm  loan 

association,  and  thus  give  them  a  chance  to  name  the  seventh  member.  OHierB  of 
us  believe  that  the  Federal  Farm  Loan  Board  will  never  exercise  that  power  exc^t 
the  six  directors  disagree  because  of  some  \ital  interest  of  a  bank;  that  is,,  wh^  some 
men  might  seek  to  get  control  of  a  bank  for  purposes  not  best  for  the  system.  For 
instance,  it  has  been  suggested  that  some  one  might  start  a  campaign  of  repudiation- 
refusal  to  collect  or  foreclose  on  mortgages— if  he  was  elected  president  of  the  bank, 
and  if  he  could  control  the  three  members  elected  by  the  farm  loan  association  bv  a 
campaign  among  them  which  would  give  him  their  three  votes,  it  might  be  necessary 
m  that  case,  to  exerdse  the  power  given  to  the  Federal  Farm  Loan  Board  to  vote 
against  that  member,  because  it  is  not  thought  that  bond  buyers,  idio  buy  the 
bonds,  will  continue  to  regard  the  bonds  as  a  safe  investment  if  tiiere  is  any  thought 
or  any  policy  adopted  of  not  collecting  or  foreclosing  the  loans. 

Mr.  Maksh.  WelK  would  it  be  your  idea,  then— and  I  am  trying  to  get  an  expression 
of  your  opinion,  Mr.  Strong— that  the  effort  to  retain  the  control  of  the  svstom  in  the 
hands  of  the  borrower  was  something  analogous  to  tlie  plan  of  havinir  'the  Govern- 
ment acquire  the  railroads  and  turn  the  management  over  to  the  men  working  on  t  h  em. 

ib.  Stroko.  Well,  it  is  not  an  analog  at  all;  but  I  certainly  would  be  verv  much 
opposed  to  the  public  acquiring  the  raiboads  and  turning  them  over  to  the  men  to 
manage  in  their  interest,  and  the  rest  of  the  public  pav  the  bill. 

Mr.  Marsh.  Would  you  assume,  Ih^,  this  proposal,*  if  I  understand  you,  is  some- 
thing along  the  same  line? 

Mr.  Strong.  I  would  not  think  anything  of  the  kind.  This  is  a  orovornmontal 
agency  set  up  for  the  purpose  of  helping  the  farmers  of  the  country  to  amortize  their 
mans  at  reasonable  rates;  and,  ha\dng  studied  the  question  a  good  deal,  I  believe  the 
mnners  will  be  a  good  deal  better  served  in  this  country  if  the  Governniont  retains 
that  supervision-  The  only  people  who  have  appeared  against  this  proposition  is  the 
oi^nization  that  represents  about  300  of  the  4,600  fam  loan  assodaticms. 

Mr.  Marsh.  Well,  I  answered  the  question. 

Mr  Appleby.  One  other  question,  right  on  the  same  line— Mr.  Strong  about  cov- 
ered it;  If  the  sale  of  these  bonds  has  been  ver>^  successful  and  has  been  managed 
practically  by  the  (iovernment,  the  Government  being  behind  it,  is  it  a  good  policy 
to  change  the  machinery  at  this  time,  when  the  bonds  are  selling  at  better  than  par? 

Mr.  Mabsh.  Well,  I  will  say  your  question  can  apply  to  both  the  provision  as  to 
administration  and  the  provi/gion  as  to  increasing  the  size  of  the  loans. 

Mr.  Appueby.  No,  iirespective  of  the  size  of  me  loans.  I  am  getting  back  to  the 
CHTii^inal  proposition  of  the  selection  of  the  odd  man.  If  the  Government,  through 
their  farm  loan  board,  or  the  Federal  board  of  directors,  is  allowed  to  select  the  se\  - 
enth  man,  they  will  be  continuing  business  under  this  new  act  on  the  same  basis 
they  have  continued  it  since  it  was  organized,  and  I  am  asking  you  whether  that,  in 
Itself,  is  not  a  good  argument  in  favor  of  the  seventh  man  being  selected — ^i£a  contest 
arises—practically  by  the  Government,  Avho  is  behind  the  proposition? 
^  Mr.  Marsh.  I  would  say  it  might  be;  but,  on  the  other  hand,  it  is  an  open  ques- 
tion whether  the  farmers'  continuous  and  really  effective  interest  would  be  better 
obtamed  if  his  local  oiganization  had  control  or  if  the  Government  had  controL 

Mr.  Stroxg.  That  is  the  question  before  us.  I  have  fanners  in  my  district  who 
are  absolutely  competent  to  manage  one  of  these  banks:  there  is  no  doubt  about  that; 
but  they  will  only  liave  a  small  interest  like  I  have.  The  most  any  man  can  have 
now  is  $500,  and  the  majority  of  them  would  only  have  '^:iOO  or  less,  and  it  is  doubted 
if  with  that  kind  of  an  interest  they  Anil  spend  a  great  deal  of  time,  thought,  or  study 
in  the  management  of  a  system  of  this  kind. 

Mr.  Marsh.  They  could  not  do  it  as  a  commercial  proposition,  but  might  not  they 
do  it  as  what  you  might  call  a  community  board? 

Mr.  Strong.  I  do  not  know  iH^ether  they  would  or  not. 

Mr.  Marsh.  I  do  not  either. 

Mr.  Strong.  I  vriW  say  I  have  been  associated  with  telephone  systems,  cooperative 
farmers'  telephone  systems,  and  they  never  functioned  except  where  there  happened 
to  be  some  man  in  the  community  who,  regardloss  of  his  small  interest,  was  willing 
to  spend  hi-^  time  in  its  management,  and  who  was  competent.  W  here  there  was 
that  kind  of  a  man,  the  cooperative  telephone  system  has  worked;  but,  in  many, 
many  instances  where  there  was  not  that  kind  of  a  man,  the  system  has  gone  to  pieces. 

Ifir.  Mabsh.  I  would  say,  personally,  I  do  not  want  to  commit  myself  on  that; 
and  the  Farmers  National  CouncU  has  not  taken  it  up,  except  to  give  uob  exprenon 
to  the  situation,  that  we  believe  the  laigest  possible  amount  (rf  local  control  dbould 
be  retained  in  tl^ee  asBociatioiis  beeame  tbm  is  waum  aad  fisoro  a  feeling  on  the  part 
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of  the  farmers,  as  I  meet  them  over  the  country  (I  can  not  speak  generally),  that  there 
is  too  much  centralizatian  of  power  down  at  tho  National  Capital,  and  they  can  not 

get  here. 

Mr.  Stroxg.  Tliat  is  all  right;  but  in  thii  case  if  it  had  not  been  for  that  Goyer^ 
ment  super\'ision  at  the  National  Capital  of  this  system  it  would  not  have  functioned 
and  larmerd  would  not  have  gotten  cheap  money  for  feum  loans. 

Mr.  M.\RSH.  That  is  true. 

Mr.  Strong.  Now  the  question  is  whether  we  are  gcnsg  to  continue  it  or  are  g<ang 

to  t;o  off  in  a  new  field,  unexplored. 

Sir.  Marsh.  I  assume  that  is  the  chief  question  you  really  have  before  you. 

Mr.  Stkoxm.  Yos;  whether  it  is  best  to  relinquish  the  (ioverninent's  supervision 
of  this  system  that  is  now  functioning  so  splendidly  or  not.  It  is  perhaps  not  the 
chief  question:  I  think  the  chief  question,  possibly,  is  increasing  the  amount  to  $25,000. 

Mr.  Maksu.  J  want  to  conclude  in  a  few  minutes  on  that  and  answer  Mr.  Appleby  8 
question. 

Mr.  Strong.  There  is  another  question  I  would  like  to  have  you  express  your 
views  on.  and  this  is  in  this  bill  we  have  provided  for  the  appointment  of  agents  to 
make  these  loans.  That  has  been,  you  might  say,  a  hobby  of  mine.  I  introduced 
mdi  a  bill  nearly  four  years  ago.  The  reason  is  tliis:  Out  in  my  district  we  have 
a  farm  loan  association  in  Washington  County  functioning  very  finely.  It  is  the 
one  to  \v\\\ch  T  belong;  it  is  an  unusually  well-managed  farm-loan  association,  but 
we  have  some  that  do  not  function  at  all/  The  farmers  write  to  me  they  can  ^ot  get 
tliem  to  hold  a  meeting  an  can  not  get  their  loans  acted  on,  and  what  I  would  like 
in  such  a  community  where  the  present  farm  loan  association  is  not  active  and  it  is 
hard  work  for  the  ftumers  to  get  loans,  or  almost  impoa^ble,  is  to  have  the  Federal 
form  bank  given  authoritv  to  appoint  an  agent  and  cut  out  the  red  tape,  so  the 
farmers  can  get  loans  without  the  least  possible  trouble.  That  provision  is  in  the 
bill:  what  do  you  think  about  that? 

Mr.  Marsh.  Of  course,  I  studied  the  bill  and  1  read  some  of  the  arguments.  1 
think  the  tendency  of  a  provision  of  that  kind  ia  to  centralize  the  administration. 

Ml".  Strong.  Where? 

Mr.  Marsh.  Here.  ,        .      i_  *  * 

Mr.  Strong.  No;  it  is  the  £arm4oan  banks  that  would  appoint  those  agents. 

Mr.  Maksh.  I  do  not  mean  here  in  Wadiington,  but  it  would  be  under  the  12 

districts.  ^       ^       .  ^    i  « 

Mr.  Strong.  You  have  to  get  your  money  from  Aose  12  banks? 
Mr.  Marsh.  Yes.  ^ .  ,  ^  .       ,      ,  . 

Mr.  Strong.  Yon  i^o  there  anywa>',  and  what  difference  would  it  make  wnetner 
you  should  go  thore  through  the  farm-loan  association  or  the  agent? 
Mr.  Marsh.  That  agent  is  directly  responsible  to  the  bank,  and  not  to  the  affloaa^ 

tion?  .      ,       ^  ,  .  ^ 

Mr.  Stuojjo.  He  doea  not  function  through  the  association.  ^ 
Mr.  Marsh.  He  has  nothing  to  do  with  it;  he  ia  independ^Lt. 
Mr.  Strong.  He  is  appointed  by  the  bank? 
Mr.  Marsh.  Entirely  as  an  agent  to  place  loans. 
Mr.  Strong.  Yes;  the  purpose  is  to  make  loans  to  farmers. 

Mr.  Marsh.  Well,  if  1  understand  you.  in  some  of  the  cooperative  organizaUons 
under  this  act  the  farmers  have  not  been  able  to  get  loans? 
i^TRONG  "Yes 

Mr!  Marsh!  A  good  many  farmers  have  complidned  from  all  over  the  country  that 
they  could  not  get  loans? 

Mr.  Strong-  Yes.  ^  ^  ^       .  i   ^  *i 

Mr.  Marsh.  I  do  not  know,  statistically,  how  many  of  them  there  are  Imt  if  they 
can  not  get  loans  through  their  existing  organizations,  what  is  the  use  of  duplicating 
the  agency  to  make  loans  if  they  can  not  get  together?  ,j  ^  ■ 

Mr  Stron'o.  They  could  <iet  them  if  the  farm-loan  aseociations  would  tunction, 
because  there  is  plenty  of  monev;  hut  if  the  farm-loan  associations  do  not  function  or 
there  is  no  association,  then  under  this  provision,  the  bank  can  appoint 
make  loans,  the  same  as  ever>-  other  loan  association  does,  induding  tne  jouiMtoCK 
hanks 

MrrMARSH.  You  come  right  hack,  then,  to  the  proposition  whether  the  farmers 
are  enough  interested  in  this  proposition  to  put  enough  of  the  individual  effort  whicti 

has  <M)t  to  be  put  in  it  to  operate  it  and  make  a  success  of  it.  ,  -    .  •         .  • 

Mr  Strong.  The  farmer  is  just  like  anybody  else;  he  is  interested  in  his  own  busi- 
ness '  If  he  makes  a  loan  imder  this  system,  to  make  that  loan  he  has  to  take  5  per 
cent  in  the  stock  of  this  bank,  a  very  small  amount.  After  he  has  got  the  loan— 
and  that  is  the  purpose  for  which  he  joined  the  farm-loan  asBOdatum— the  <p«wi^ 
is  whether  he  is  going  to  continue  to  attend  the  meetings  and  going  to  be  int^reatea 
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enough  to  help^  other  fanners  to  get  their  low.  It  depends  upon  the  individual.  In 
8(mie  communities  it  works  very  nicely,  and  in  others  it  does  not.  I  would  like  to 
have  the  formers  served  in  a  community  where  there  is  no  farm-loan  association,  or 
where  there  is  one  which  is  not  functioning,  or  where  there  is  a  farm-loan  association 
which  has  gotten  into  the  hands  of  a  farm-mortga2:e  banker,  just  as  well  as  those  who 
happen  to  be  favorably  located  in  a  commimity  where  there  is  a  splendid  farm-loan 
association  like  the  one  to  which  I  belong.  In  other  words,  I  want  this  system  to 
function  so  that  all  the  farmers  can  borrow  from  it. 

Mr.  Mansox,  I  would  like  to  call  your  attention  to  the  fact  that  under  the  existing 
law  it  does  not  require  a  meeting  of  the  association  to  pass  on  the  loan,  nor  does  it 
require  a  meeting  of  the  association  to  vote  the  stock  of  the  assodalion.  Both  of 
those  things  are  passed  u|)on  by  the  directors. 

Mr.  Strong.  Yes.  But  it  is  in  evidence  here  that  thei'e  are  some  farm-loan  associa- 
tions formed  within  families  who  after  they  <rot  their  loans,  said,  *'We  won't  let  any- 
body else  in:  we  do  not  want  to  he  respousible  for  anybody  else's  loan/'  and  they 
closed  the  doors. 

Mr.  Marsh.  That  would  be  an  ex^'option,  of  course. 

Mr.  Strong.  That  would  be  an  exception,  but  we  want  to  reach  the  farmer  in  that 
community.  In  other  words,  is  there  any  reason  why  this  systemshould  not  serve  the 
farmers  of  this  country  easily  and  quickly? 

Mr.  ^[AR8H.    No:  that  is  what  it  is  intended  to  do. 

Mr.  Strong.  And  that  is  wl^  the  appointment  of  the  agents  is  intended  to  do. 

i  want  to  ask  you  if  you  can  see  any  objection  to  it. 

Mr.  Marsh.  Is  there  any  reaspn  lor  not  starting  another  association  in  that  awne 

territory? 

Mr.  Strong.  But  the  farmer  has  to  *:o  and  ireT  nine  other  farmers  whose  loans  arc 
ripe  and  ready  to  be  renewed.  Sometimes  that  is  hard  work.  Now,  there  is  an  in- 
stance in  one  of  my  own  counties  where  they  tried  to  form  a  farm-loan  association. 
The  joint-stock  bank,  when  they  got  almost  the  required  10  farmers,  went  to  2  or  3 
of  the  farmers  and  made  the  loans  quickly  

Mr.  .Marsh.  Small  loans  of  $10,000? 

Mr.  Strong.  Under  *!0,000,  of  course  -and  they  could  not  get  a  farm-loan  associ- 
ation fornKnl,  and  there  is  none  in  that  county  to-day.    [  think  those  farmers  wantin^^ 
loans  siiould  have  an  opportunity  to  be  served  and  the  only  way  I  rouhl  plan  to  do  it 
was  t-o  let  the  bank  appoint  a^rents.    Then^  is  not  iroint^  to  be  any  need  for  the  bank 
to  smpoint  agents  where  a  farm-loan  association  is  active  and  serving  the  farmers. 
Mr.  Marsh.  What  is  to  prevent  their  doing  it? 
Mr.  Strong.  Because  the  law  does  not  provide  they  can  do  it- 
Mr.  Marsh.  Who  is  to  decide  whether  the  farmers  are  heing  served  or  not? 
Mr.  Strong.  I  suppose  the  farmeis  themselves.  If  tiiey  apply  to  a  baiik  for  the 
appointment  of  an  a'jjent.  it  will  appoint  one. 

Mr.  Marsh.  Could  not  this  agent  be  authorized,  or  the  bill  be  amended  so  as  tQ 
authorize  him,  to  organize  this  association? 

Mr.  Strong.  No;  but  we  have  provided  in  this  bill  when  10  farmei-s  make  such 
loans  they  can  form  an  association  if  they  want  to. 
Mr.  Marsh.  And  this  agent  could  help  organize  them? 

Mr.  Strong.  It  is  not  a  part  of  his  duty,  but  there  is  nothing  to  interto^  with  it. 
Mr.  Corey.  And  he  then  would  become  secretary-treasurer  of  the  association. 
Mr.  Marsh.  I  would  see  no  objection  to  the  agent  working  to  organize  theee  looal 
farm  loan  associations;  but  if  he  went  in  th^  to  attempt  to  djjary^fflt  th€»n  

Mr.  Strong.  Oh,  nothing  of  that  kind. 

Mr.  Marsh.  Not  so  much  to  discredit,  as  to  discourage. 

Mr.  Strong.  No,  no!  The  purpose  is  to  get  the  money  to  the  farmer  with  tJhe 
least  possible  trouble,  and  to  cut  out  as  much  red  tape  as  possible. 

Mr.  Applebt.  Let  me  aak  a  queetion  of  Btme  one;  I  do  not  know  whether  you  can 
answer  it:  What  percentage  ci  these  farm  loans  is  accepted  and  what  percentage  is 
declined?   Can  any  one  tell  us? 

Mr.  Corey.  I  can  tell  you  approximately.  Mr,  Appleby,  Approximately,  of  all 
the  applications  received  by  all  of  the  12  Federal  land  banks,  a  little  over  one-third 
are  rejected  for  one  cause  or  another — eligibility  of  the  borrower,  insuflSciency  of  tbe 
security  for  the  amount  to  be  loaned,  or  for  such  other  reasons  bs  may  exist. 

Mr.  Marsh.  Mr.  Chairman,  I  want  to  say  just  a  few  words  with  reference  to  this 
first  matter  that  I  took  up,  the  value  of  farm  lands,  in  further  explanation  of  our 
reason  for  opposing  the  increase  in  the  amount  that  can  be  loaned  at  this  time  from 
$10,0CM)  to  ^,000,  and  to  make  it  clear  that  tiiere  ia  an  agency  now,  which,  to  a 
greater  or  lesser  extent,  meets  the  needs  of  the  farmers  who  have  got  to  make  a  loan  of 
more  than  $10,000.  If  this  «)^imate  of  Mr.  Valgreo^,  o|      I>eparbD»ent  ^  A^ 
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ture.  ■whicTi  1  quoted  from  tliis  artifle  in  the  C'ountry  Gentleman,  is  coiTect,  there  are 
to-day  about  $7,OOO,O0O,OCO  of  long-term  indebtedness  outstanding  to-day  against 
farm  values  as  mortgages.  I  understand  that  the  total  amount  loaned  under  the 
Federal  land  l^k  act  is,  roughly,  $550,000,000  to-day.  We  believe  it  would  be 
better  and  mate  helpful  to  the  millions  of  tenant  formers  to  be  home  owners^  and  the 
small  farmei-s,  if  we  could  get  SOTae  action — I  do  not  know  just  how  it  is  going  to  be 
done;  it  is  a  legal  proposition — bo  that  the  Government  can  take  up  those  long-term 
mortgagees,  or  ]mrt  of  the  six  and  a  half  billion,  particularly  those  out  on  the  small 
jbrms,  at  a  lou  late  of  interest  and  help  those  fellows  to  pull  through;  because,  as 
you  know,  there  are  literally  tens  of  thousands  (I  have  seen  an  estimate  putting  the 
amount  literally  at  himdreds  of  thousands)  of  farmers  who  are  going  to  have  their 
farms  taken  away,  their  equities  wiped  out,  by  having  these  mortgages  called.  I  did 
not  i)rei)are  the  figures,  but  I  got  them  frcwn  people  who  a|>peared  befoore  the  Senate 
and  House  Agricultural  Committees  on  this  marketing  biU  of  Senator  Norris  and 
Mr.  Sinclair.   We  would  recommend  that,  if  it  could  be  done. 

Mr,  Corey.  Do  you  not  know,  as  a  matter  of  fact,  that  the  man  most  in  need  to-day  << 
of  the  use  of  this  Government  agency  is  the  man  who  needs  a  loan  in  excess  of  ?10,000, 
rather  than  the  small  farmer,  for  the  reason  that,  in  the  inflatt.'d  period,  he  enjoyed 
extended  credits  based  on  high  farm  commodity  A'alues,  and  there  has  been  a  pre- 
cipitate deflation  and  he  is  left  with  a  great  burden  of  debts;  and  the  most  important 
tlung  for  American  agriculture  to-day  is  the  amortization  of  those  debts  over  a  lon^f 
pmod  of  years,  at  the  lowest  possible  cost,  in  the  best  agricultural  producing  sections 
of  America? 

Mr.  Marsh,  I  will  not  agree  with  all  of  the  statements  Mr  Corey  has  made.  I 
do  not  believe  it  is  the  function  of  the  <  Jovernment  to  take  care  oi  the  land  speculate. 

Mr,  CoRKv.  These  men  are  not  land  speculators. 

Mr.  Marsh.  I  would  like  more  details.  I  have  been  all  over  the  country  myself. 
I  know  there  an*  farm  owners  in  Illinois  who  wanted  as  high  as  §15  an  acre  rent  a  year. 
I  do  not  know  whether  they  have  borrowed  or  not,  or  wheth^  they  are  in  debt  or  not; 
I  know  out  in  Iowa  they  have  unconscionably  speculated  in  mrm  lands,  and  the 
same  in  Nebraska,  and  in  several  of  those  Middle  WeetOTi  States,  and  1 4o  not  r^;ard 
it  as  a  function  of  lie  GovOTmaent  to  uphold  that  sort  of  speculation. 

Mr.  Strovg.  This  system  expressly  provides  that  it  shall  not  loan  mone}'  to  that 
class  of  speculators,  but  shall  only  loan  money  to  increase  agricultural  production. 
We  are  not  loaning  money  to  landowners  who  do  not  personally  manage  their  farms 
under  tliis  svstem:  it  is  expressly  prohibited. 

Mr.  AlAiisn.  I  know  some  cases  where  men  have  bought  farms  for  bi^  prices  and 
made  a  little  payment,  and  they  saw  they  could  not  hteak  even.  What  did  they  do? 
They  went— and  this  is  what  the  men  who  knew  the  conditions  intimately  told  me — 
they  went  to  the  men  from  whom  tiiey  bought  the  farm  and — say  they  paid  down  a 
thousand  dollars— they  said,  *'Take  your  darned  farm  back/'  and  then  they  were 
able  to  buy  it  back  for  half  of  what  the  fellow  sold  it  to  them  a  few  years  before. 

Mr.  foREY.  You  are  citing  an  extreme  case. 

Mr.  Marsh.  Yes,  perhaps. 

Mr.  Strong.  That  happens  in  all  lines  of  business? 
Mr.  Marsh.  Yes.  , 

Mr.  CaKBY.  You  are  not  penalizing  the  bmnees  man,  because  he  was  improvident, 
and  why  should  you  penalize  the  faxmer? 

Mr.  MABSH.  I  do  not  want  to  penalize  the  farmer  as  a  producer. 

Mr.  Strong.  Here  is  another  question  I  would  like  to  submit  to  you:  It  has  been 
stated  before  this  committee  that  out  in  the  cattle  and  sheep  country  it  is  necessary 
to  have  enough  land  to  maintain  an  economical  cattle  or  sheep  ranch  so  that  the  invest- 
ment irets  up  into  $50,000  or  $60,000,  and  that  those  men,  having  had  their  herds 
depleted  bv  the  deflation  of  1920,  find  it  necessary  to  borrow  money  to  restock  their 
ranches,  and  that  those  men  need  a  loan  above  $10,000.  What  do  you  say  about  that 
situation? 

Ifc.  Coast.  And  adding  to  that,  Mr.  Stroi^,  if  you  will  permit  me,  that  those  men  / 
have  no  access  to  the  faxm  mortgage  cconpanies,  and  are  now  paying  rates  of  from  8  to 

10  per  cent.  .    ^  ^ 

Mr.  Strong.  The  average  farm  loan  bank  does  not  go  out  m  those  sections  and  we 
have  been  appealed  to  to  assist  the  stockmen. 

Mr.  Marsh.  For  what  purpose  are  the  loans  to  be  nmdet 

Mr.  Strong.  To  restock  their  depleted  herds. 

Mr.  Marsh.  That  is  the  production  of  stock? 

Mr.  Stroko.  Certainly. 

Mr.  Marsh.  That  ought  not  to  be  handled  through  this  system. 
ytr.  Strong.  But  th^  w  no  other  way  ta  buidle  it  now. 
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Mr.  Marsh.  I  am  not  an  authority  in  either  political  party,  but  all  1  can  say  is  that 
if  this  dominant  party  has  not  the  broins  to  put  thfoi^  a  ay^jem,  it  is  up  to  ihem 

and  not  up  to  me. 

Mr.  Strong.  Let  me  suggest  to  you,  even  if  they  had  the  brains  of  men  like  your- 
self, that  they  could  use  and  would  try  to  put  through  something  to  help  that  situation, 
various  men  like  yourself  would  corne  before  the  committee  and  object  to  this  and 
that  clause  of  the  bill  and  want  to  obtain  the  relief  in  some  other  way.  Now  we  have 
heea  aeked  by  the  &nn  oiganizationB  and  farmerB  in  our  respective  districts  to  isise 
this  amount  to  ^5,000. 

Mr.  Marsh.  Yes. 

Mr.  Strong.  All  of  the  form  ot^mzaMom  have  asked  for  it  to  be  dcme  

Mr.  Marsh.  Yes. 

Mr.  Strong  (continuing).  But  you  come  before  the  committee  and  insist  it  will 
tend  to  inflation  of  land  values,  which  you  want  to  stop,  and  you  are  opposed  to  it. 

Mr.  Marsh.  And  even  if  you  could  get  your  intermediate  credits,  Mr.  Strong,  you 
know  upon  that  kind  of  security  the  rate  is  necessarily  going  to  be  higher  than  the 
long-term  land  loan. 

Mr.  Strong.  You  know,  moreover,  I  have  been  working  on  the  intmnediate 

credits  and  tli^  edi^rt-time  O'edits  for  fanners  ever  since  I  came  to  Congress,  and  you 
know  I  am  prepared  to  go  along  with  any  bill  anyone  will  bring  along  to  work  out 
that  situation,  and  you  also  know  the  rate  is  going  to  be  higher  than  the  rate  charged 
the  farmers  in  the  Federal  farm  loan  bank,  because  it  is  a  personal  loan,  ai^d  not 
an  investment  in  real  eptate. 

Mr.  Marsh.  Then  would  you  favor,  in  increasing  the  amount  to  $25,000,  limiting 
the  object  to  which  the  loan  could  be  applied,  namely,  to  production,  and  not  to  have 
any  ot  it  applied  on  real  estate? 

Mr.  Stbonq.  You  mean  not  to  buy  farms  with? 

Mr.  Marsh.  No;  not  to  handle  any  real  estate  mortgages. 

Mr.  Strong.  Oh,  absolutely.  It  is  not  for  8i)eculative  purposes.  I  want  to  say 
this  to  you.  in  fairness,  that  in  this  bill  there  is  a  clause  increasing  or  broadening  the 
scope  for  which  the  money  may  be  borrowed  to  include  the  present  indebtedness  of 
the  farmer. 

Mr,  Mabsh.  Precisely. 

Mr.  SmoKa.  Now,  it  has  been  suggested  to  the  committee  that  that  might  let  the 
farmer  make  in  investment  in  oil  stoete  or  to  purchase  a  limousine,  or  make  some  other 
investment  outside  of  agriculture  and  borrow  money  to  pay  for  it  and  then  apply  to  the 
farm  loan  bank  for  a  loan  to  meet  the  debt,  and  we  are  trying  to  prohibit  that;  but  we 
do  not  want  to  exclude  the  farmer,  who  through  the  deflation  since  the  war,  may  have 
gottenin  debt — we  do  not  want  to  exclude  him  from  coming  to  this  system  and  amortiz- 
ing his  loan  and  evetually  paj'ing  it  off,  but  it  is  a  situation  fraught  with  some  difficulty. 
In  other  words,  Mr.  Marsh,  this  bill  is  not  related  to  the  intermediate  credit  proposi- 
tion, but  this  is  for  simplying  the  system  for  loaning  money  to  the  farmers  on  real  estate 
and  as  we  get  the  money  by  the  sale  of  bonds  secured  by  farm  mortgages  and  we  get  i  t 
very  cheaply  now  we  do  not  want  to  do  anything  to  hiuii  the  market  for  those  bonds : 
we  want  to  do  everything  we  can  to  enable  us  to  sell  those  bonds  more  cheaply  and  to 
serve  the  farmer  at  a  reduced  rate  of  interest.  We  did  reduce  the  interest  last  June, 
from  6  per  cent  to  5^  per  cent,  and  we  hope  again  to  reduced  that  interest  this  year,  and 
we  would  like  to  serve  the  farmer  who  is  now  in  debt  in  order  to  enable  him  to  amortize 
his  loxn.  pay  out,  and  continue  a  producer. 

Mr.  Marsh.  Well,  Mr.  Strong,  I  think  that  the  economic  laws  rraoain  the  saine  and 
I  am  taMing  to  those  aiid  I  would  like  to  pcnnt  out  that  you  reaUy  1^^ 
credit  or  a  production  credit  system  tied  up  with  this  long-term  mortgage  syBtm. 

Mr.  Strong.  I  hope  we  will  have  some  good  system  of  that  kind. 

Mr.  Marsh.  You  nave  now,  as  far  as  live-stock  production  is  concerned,  but  you 
know  this  Ignited  States  commission  on  long-term  credits  and  land  mortgages  and 
general  agricultural  credits  strongly  advised  against  such  a  combination.  Their  exact 
phrasing  was — after  discussing  short-term  credits  and  long-term  credits,  they  said, 

In  the  opinion  of  this  conamission,  these  two  general  classes  of  credits  must  be  largely 
segregated,  although  the  two  systems  will  naturally  touch  at  many  points."  And  you 
r^Uy  have  now  undw  the  i>re8ent  Federal  fiurm  loan  act  a  ccmbinatioii  of  ^  two  as 
far  as  live*8tockjproduction  is  concerned. 

Mr.  Strong.  Under  the  Federal  farm  loan  act? 

Mr.  Marsh.  Yes;  they  cm  make  loans  on  live  stock. 

Mr.  Strong.  Oh,  no. 

^r.  Marsh.  Unless  I  am  greatly  mistaken. 
Mr.  Mansok.  No;  they  can  not. 

Mr,  Strong.  No;  this  is  only  for  loaning  money  on  land. 

Mr.  Marsh.  Is  not  the  six-months  live-stock  proposition  in  thwe? 
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Mr.  Strong.  Oh,  no;  nothing  under  34^  years. 

Mr.  Mabsh.  I  understood  you  to  say  there  was  an  arrangement  this  was  to  he  used. 
Mr,  Strong.  No;  I  said  it  has  been  advanced  as  au  argument  to  this  committee 
for  increasing;  the  amount  of  money  that  can  be  loaned  on  land,  that  in  the  West  and 

in  tbe  stock  and  sheep  country,  there  are  ranchmen  who  need  money  for  the  purpose 
of  reestablishiiis:  their  de])lete(l  herds  and  tiiey  wanted  to  borrow  money  on  uieir 
ranches  in  order  T-o  put  it  into  slock. 
Mr.  Marsh.  I  laisunderstood  you. 

Mr.  Spkonc.  That  is  a  loan  they  want  to  arrange  on  the  land,  running  for  Mh  years. 

Mr.  Marsh  .  In  other  words,  niy  statement  was  correct.  1  thiiik  that  this  is  an  effort 
really  to  combine  production  credi1»  based^  of  course,  on  real  estate  security,  with 
loc^-term  credits. 

Mr.  Stbong.  No,  it  is  an  attempt  simply  to  extend  the  amount  of  money  that  a 
man  can  borrow  on  his  r^  estate,  and  the  argument  in  favor  of  it  is  that  he  might 
want  to  borrow  it  to  increase  his  herds,  whieh  would  require  more  than  SI 0,000. 

Mr.  Maxsox.  The  basic  dairy  herd  or  the  haaic  breeding  herd  is  just  as  much  a 
iarm  investment  as  the  land  a^id  buildings  are. 

Mr.  Stroxc.  Certainly.  I  am  frank  to  say  if  I  had  not  had  some  money,  outside 
of  the  $5,000  I  borrowed  through  the  farm  loan  association,  1  could  not  have  financed 
my  Holstein  dairy  and  hog  farm  last  year;  I  could  not  have  bought  the  stock,  to  say 
nothing  about  the  bmldings. 

Mr.  Marsh.  You  will  agree  to  this,  though,  that  the  two  are  getting  pretty  well 
mixed  up  if  you  increase  the  amount  of  the  loan  to  $25,000  in  order  tihat  the  man 
may  go  into  the  production  business  in  live  stock. 

Mr.  Stroxg.  No.  that  has  always  been  the  intention  of  this  system. 

Mr.  Marsh.  Of  this  act.  you  mean? 

Mr.  Strong.  It  has  always  been  the  intention  of  tWs  system  to  let  the  man  borrow 
money  on  his  farm  for  the  purpose  of  buying  stock,  implements,  and  anything  to 
assist  in  the  production  of  the  farm;  that  is,  he  is  limited  under  this  law  to  Ae  bor- 
rowing of  money  to  buy  laud,  improvements,  or  stock,  for  the  purpose  inere^using 
the  production  of  the  umd,  or  to  buy  implements,  and  the  only  thing  we  are  dpiiig 
in  this  bill  is  we  are  trying  to  extend  it  to  include  his  present  debts,  so  as  to  relieve 
the  farmer  in  debt  now  and  give  him  an  opportunity  to  amortize  his  debts  and  go  on 
with  the  operation  of  his  fann. 

Mr.  Marsh.  In  concluding  on  this  question.  I  still  feel  so  large  an  increase  is  unwise. 
Under  our  present  system  about  3  per  cent  of  the  faiins  have  over  one-seventh  of  the 
total  farm  land  values.  I  am  willing  to  admit  that  a  number  of  the  farmers  in  Illinois, 
Iowa,  and  Nebraska,  who  bought  farms  capitalized  on  the  basis  of  the  war  prices 
they  received  for  fonn  products,  are  going  to  lose  money.  They  went  into  specula* 
tion.  I  do  not  think  it  is  the  function  of  liie  Government  to  tiy  to  save  them  from 
the  results  of  their  own  actions,  and  you  know  I  have  been  charged  with  being  pretty 
hard  on  the  big  business  interests. 

Mr.  Stroxg.  You  think  those  farmers  ought  to  be  allowed  to  lose  their  farms? 

Mr.  Marsh.  I  think  there  will  be  very  few  of  them  who  will  lose  them.  I  think 
a  few  of  them  will  but  about  the  30th  of  September  I  requested  the  Secretary  of 
Agriculture,  after  I  came  l)ack.  following  the  primaries  in  September,  to  make  a 
study  of  the  number  of  farmers  who  were  going  to  lose  their  farms  throu^  foreclosure 
of  mortgages.  Time  after  time  I  asked  lum,  but  he  did  not  do  it,  but  1  und^Btaad 
he  has  recently  started  it.  Now,  from  1910  to  1920,  the  increase  in  the  valu^  oi 
farm  land  was  $26,427,000,000.   That  included,  of  course 

Mr.  GoLDSBOROUGH.  What  was  it  before  that  time,  just  in  percentages? 

Mr.  Marsh.  The  value  of  all  farm  land,  in  1920.  was  $54,903,000,000.  In  1910, 
in  round  figures,  it  was  something  over  $28,000,000,000. 

Mr.  Goj^DSBOROUGH.  It  about  doubled  in  10  years? 

Mr.  Marsh.  It  increased  about  90  per  cent,  I  believe;  in  the  decade  from  1900 
lu  1910  it  increased  118  per  cent. 

Mr.  Strong.  Take  the  fanner  out  in  Iowa:  According  to  your  statement,  his  ham  . 
just  about  doubl^  in  -v^ue  fma  1910  to  1920.   If  in  1910  we  thou^t  we  could  loan  " 
$10,000  on  his  faxm  and  tlie  land  has  gone  up  to  double  the  value,  do  you  not  believe 
that  he  has  need  to  borrow  more.   Has  not  his  buikUnga  and  his  stock  and  the 
implements  he  buys  moie  l^aa  doubled  in  value? 

Mr.  Marsh.  In  price. 

Mr.  Strong.  In  price;  everything  he  buys  for  that  farm  has  more  than  doubled 
in  price,  the  cost  of  operation,  machinery,  stock  buildings,  and  everything  of  that 
kind,  and  if  that  man  needs  an  increased  amount  of  money  to  operate  that  farm  is 
it  not  fair  the  amount  he  can  borrow  should  be  increased  in  proportion  to  the  value 
of  his  farm  and  his  needs? 

Mr,  Mabsh.  No* 
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Mr.  Stbokg.  Do  you  think  he  ought  to  be  held  down  to  $10,000? 

Mr.  Mabsh.  I  do  not  say  he  ought  to  be  held  down  to  $10^000. 

Mr.  Strong.  Suppose  he  had  a  loan  of  $10,000  10  years  ago  and  now  he  has  to  buy 

some  new  farm  machinery,  and  he  has  to  buy  cattle,  and  he  has  to  buy  a  bull  for  the 
head  of  his  herd,  and  he  has  to  replenish  his  buildings,  to  build  new  silos,  to  r^ence 
and  do  a  lot  of  repairing  

Mr.  GoLDSBORorGH.  My  God,  hasn't  he  done  anything  in  the  last  10  years? 

Mr.  Strong.  I  want  to  state  that  most  of  them  have  not  made  anything  in  the  last 
five  years;  most  of  th^  have  gotten  in  debt— don't  you  think  we  ought  to  double  the 
loan,  or  the  amount  of  the  loan  on  the  land  that  has  doubled  in  value? 

Mr.  Marsh.  I  will  go  ahead  in  a  little  more  deteii.  The  difficulties  about  the  cost 
of  production — ^I  am  talking  with  committees  right  along  on  that  for  the  farmers — 
they  have  to  have  of  course  a  reasonable  profit.  All  right.  You  could  raise  pretty 
nearly  as  good  corn  on  some  land  the  selling  price  of  which  is  $50  as  on  some  land 
in  middle  Iowa — and  I  have  been  out  there,  for  I  went  through  coUe^  at  Grinnell — 
which  is  to-day  selling  for  $400. 

Mr.  GoLDSBORouGH.  That  is  it,  exactly. 

Mr.  Stbono.  If  you  know  of  any  land  I  can  buy  for  $50  which  will  raise  as  good 
com  as  the  $400  land  ia  Iowa,  I  vnA  you  wduM  s&p  me  the  informaticm. 
Mr.  Mabsh.  I  did  not  say  you  could  buy  it;  I  say  if  the  land  would  ai^  for  $50. 

Mr.  Strong.  If? 

Mr.  Marsh.  Yes.  sir. 

Mr.  Strox(k  But  it  does  not  sell  for  S-'oO. 

Mr.  Marsh.  By  (leorge;  it  sohl  for  ?50,  and  they  were  2:lad  to  got  it  back  liero  in 
1892  and  1898.  and  1  am  going  to  re]>eat  it  would  be  a  godsend  for  the  fai'mei's  of 
America  if  the  price  had  never  been  more  than  $50  an  acre. 

Mr.  Strong.  I  suppose  that  the  land  this  Capitol  is  <m  could  have  been  bought  for 
a  string  of  beads  at  one  time. 

Mr.  Marsh.  But  you  are  si^gesting  a  systrai  which  is  going  to  continue  the  evil 
which  we  now  decry,  and  want  to  increase. 

Mr.  Strong,  T  am  not  tr\-in2;  to  brintr  about  an  evil;  I  am  tryini?  to  furnish  money 
to  the  farmers  of  this  country  to  take  care  of  tlieir  needs  and  to  continue  jHoducticm, 
and  I  want  to  furnish  it  to  them  avS  easily  and  cheaply  as  possible. 

Mr.  Marsh.  Let  me  ask  you  this,  because  I  know  it  is  bein*?  debat-ed  all  over  this 
countrj\  tliis  speculation  in  land,  and  it  is  going  to  be  continued  to  be  debated  until 
it  is  settled,  too  

Mr.  Strong.  You  will  never  settle  it  in  the  history  oi  the  world. 

Mr.  Marsh.  Oh^  my  gracious,  1  have  more  confidence  in  my  fellow  man. 

Mr.  GoLDSBORouGH.  You  will  never  settle  it  by  continuing  the  fxocess  <rf  inflation* 

Mr.  Strong.  I  do  not  want  to  settle  it  by  deflating  the  farmer. 

Mr.  (toi.dsbohough.  Nobody  does;  nobody  wants  to  settle  it  by  deflating  the  farmer, 
and  you  are  not  the  only  member  of  tliis  committee  who  is  favorable  to  the  &u:ming 
interests. 

Mr.  Strong.  I  certainly  hope  I  am  not. 

Mr.  GouDSBOROUOH.  You  emphasize  what  a  good  friend  of  the  fanner  you  aie. 
Mr.  Stsoko.  Certainly. 

Mr.  GoLDSBoaoUGH.  And  contrast  your  attitude  with  tiie  attitude  oi  the  other 
members  of  this  committee,  by  implication. 

Mr.  Strong.  I  certainly  do  not.  You  say  you  won't  help  it  by  inflatioD,  and  I,  in 
turn,  say  you  shall  not  help  it  by  deflation. 

Mr.  Marsh.  Whatsoever  a  man  soweth  that  he  shall  also  reap.  If  a  man  goes  into 
speculation  in  farm  lands,  or  in  any  sort  of  speculation,  he  has  to  take  his  medicine, 
in  my  j  udgment. 

Mr*  Strong.  Absolutely;  and  I  have  no  great  uae  for  the  land  speculator. 

Mr.  Mabsh.  I  want  to  read  tiiese  figures  of  what  is  happening.   In  1920  tiie  Cenms 

states  the  value  of  farm  lands  in  Iowa  was  $6,679,000,000;  in  Illinoig,  $5,250,000,000; 
and  in  Nebraska,  $3,330,000»0Q0— a  total  for  these  three  fair-sized  States  of 
$15,259,000,000,  or  27.8  per  cent,  nearly  three-tenths,  of  th»  total  value  of  &um  lands 

in  the  United  States. 

Mr.  GoLDSBOROUGH.  That  Mas  in  1920.  was  it? 

Air.  Marsh.  In  1920.  Of  course,  I  admit  there  has  been  a  little  deflation  since 
that  is  true;  but  I  have  to  use  these  figures.  There  have  been  some  sliifts,  naturally, 
in  tbnee  yiouES,  roughly.  A  large  part  of  the  increase  in  the  selling  price  of  farm  lands 
fipom  ma  to  1920  canae  m  those  Ham  States.  Now,  I  know  tihat  <M  State  of  Iowa; 
I  have  traveled  all  over  that  State;  I  spent  seven  years  going  to  academy  and  college 
{hexe^  and  I  know  they  have  speculated  and  speculated  and  speculated^  and  I  know 
thero  m  m  end  to  ^eculiUioa  in  ci<y  lots  and  faim  lands,  and  if  you  let  thrai  go  on 
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and  give  them  cheap  c  redit,  I  am  wondering  what  is  going  to  happen  five  years  hence 
when  we  have  to  get  in  competition*  Mr,  Fenn  asked  this  question:  If  Russia  comes 
hack  into  the  market,  and  Australtt  and  Aigmitina,  with  cheap  farm  lands,  where 
are  we  going  to  be?  We  are  going  to  have  put  on  an  embargo,  absolutely,  on  im- 
porting farm  products  and  then  we  can  not  sell  our  surplus.  I  repeat  that  the 
total  selling  price  of  farm  lands  to-day  is  from  ten  to  fifteen  billion  dollars  more  than  it 
ought  to  be,  more  than  it  is  safe  to  be,  and  more  than  is  reasonable. 

Mr.  Sthoxg-  I  can  not  aLn'oc  with  you  that  lands  should  be  reduced. 

Mr.  (n)M>sBouoLx;H.  Xoi)ody  wants  to  reduce  them. 

Mr.  SruoNCi.  I  agree  with  you,  and  I  think  every  member  of  this  committee  s^ees 
with  you  that  we  want  to  stop  specidation  in  land  and  certainly  we  want  to  stop  the 
tendency  of  having  lands  taken  away  from  owners  and  tenants  put  upon  them.  Two 
years  i^,  I  made  a  speech  along  that  line  and  showed  the  tendency  was  drifting  that 
way,  even  out  in  Kai^s.  T  am  a^rainst  land  tenancy;  T  do  not  want  to  see  anything 
of  that  kind  happen,  and  this  bill  does  not  provide  for  loaning  money  to  land  specu- 
lators: this  bill  is  to  provide  money  to  the  men  engaged  in  the  occupation  of  farming. 

;Mr.  Corey.  May  I  ask  a  question  right  there? 

Mr.  Marsh.  Surely.  .   ,    j  xi.  x 

Mr.  Corey,  What  was  the  date  when  the  exteivagant  speculation  m  lands  that  you 

speak  Gt  be^? 
Mr.  Mabsh.  You  mean  in  the  State  of  Iowa,  or  generally? 

Mr.  CiiuEY.  Genorally,  and  in  the  State  of  Iowa  specially. 

Mr.  Marsh.  Speculation  has  1)een  ^oing  on  since  18^)0. 

Mr.  (V)REY.  But,  as  we  laymen  generally  understand  it,  it  began  ia  1919,  did  it  not? 
Mr.  Marsh.  No. 

Mr.  (lOLDSBOROUGH.  Xo.  :  it  began,  to  my  certain  knowledge,  12  years  ago. 
Mr.  Marsh.  In  1914,  it  was  tremendous. 

Mr.  Corey.  The  real  speculation  you  described,  extensive  speculation  m  land.  I 
win  state,  began  in  1919.  The  other  increase  in  land  valueB  was  proportionate  to  the 
general  rise  in  commodity  values  and  then,  in  1919,  it  went  out  of  all  proportion  in 
&cme  places.  Now  I  call  Vour  attention,  Mr.  Marsh,  to  the  fact  that  before  there  was 
this  excessive  increase  in  "land  prices,  in  1917,  during  the  tirst  year  of  the  operation 
of  tlie  Federal  farm  loan  act,  the  Farm  Loan  Board  and  the  Federal  land  banks 
concurn^d  in  rrcommendinir  an  increase  of  the  loan  limit  to  $25,000.  Why?  Not  to 
take  care  of  inflation,  hut  because  they  then  recognized  that  thousands  upon  thousands 
of  farmt^s  operating  ordinary  imits  were  denied  the  benefits  of  the  Farm  loan  adt. 
So  that  it  is  not  feur  to  base  a  case  upon  inflation  against  an  increase  of  the  loan  liimt. 

One  other  point,  and  that  is  tMs:  One  of  the  finest  means  of  assisting  the  businessman 
who  needs  short-term  credits  is  to  make  possible  relieving  the  coimtry  banker  from  the 
mass  of  short-term  credits  he  is  now  carrying  for  the  farmer  at  a  higli  interest  rate,  and 
let  that  farmer  put  it  in  the  form  of  an  amortized  loan  with  the  Federal  farm  loan 
system.   Do  you  not  believe  that  to  be  true? 

:Mr.  Marsh.  1  think  it  would  be  a  l)enent  to  the  former,  unquestionably,  to  get  IOW«r 
credits:  but  that  advantage  is  largely  offset  by  resulting  specidative  increases  in  the 
selling  price  of  farm  lands,  and  I  am  going  to  repeat  that  speculation  in  farm  lands  is 
one  of  the  worst  things  that  happens  to  the  fanner  who  wants  to  produce .  I  have  asked 
literally  thousands  of  farmers— I  have  been  all  over  fifteen  States,  all  the  way  from  here 
to  the  coast,  and  I  asked  them  in  Nebraska,  ^'  Did  you  get  anything  out  <rf  this  specula- 
tion in  farm  lands/'  And  they  said,    No:  we  were  a  bunch  of  fools-" 

Do  you  know  Mr.  William  Stull,  Mr-  Corey? 

Mr.  Corey.  Yes. 

Mr.  Marsh.  Is  he  a  pretty  capable  man? 

Mr.  Corey.  You  mean  Mr.  StuU,  of  the  Stull  Stock  Co.? 

Mr.  Mabsh.  Yes.   Is  he  considered  accurate? 

Mr.  Cobby,  He  is  considered  a  good  fcwrm  mortgage  man;  yes. 

Mr  Mabsh.  When  all  this  was  going  on,  I  had  some  correspondence  with  him  as 
to  the  increase  in  the  selling  price  of  farm  lands,  and  he  said  it  was  one  of  the  worst 
things  that  could  happen,  and  it  is.  <• .     •        ■   •  ^  - 

Mr.  Corey.  The  worst  thing  that  can  happen  in  every  line  of  business  is  intiation. 

Mr.  Strong.  Everybody  agrees  as  to  that.  ^  ^  * 

Mr.  Marsh.  All  right.    Then  ought  not  we  to  be  trying  to  stop  it  in  every  line  of 

husiness''^ 

Mr  Cobby.  C^tainly  we  ought  to  try  and  stop  it  in  every  Kne  of  business,  but 
are  you  not  {oopoeing  to  limit  the  credits  of  tiie  buainefls  mm  as  a  Hieiais  to  cun^ 
that  evil? 

Mr.  Marsh.  I  certainly  am.  ,    i        i  i 

Mr.  GoLDSBOROUGH.  My  dear  sir,  it  has  been  done  all  through  the  federal  reserve 
system  to  a  point,  almost  of  stagnation;  it  has  been  overdone  in  business. 
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Mr.  Corby.  Absolutely,  and  those  mislBkes  should  not  be  conl^ued  on  to  the 

Mr.  Manson.  It  strikes  me,  as  long  as  you  base  yonr  loan  on  prices  whicli  prevaih^d 
back  in  1913  and  1914,  that  is  about  what  that  4;iOO  limit  means  in  Iowa  and 
Wisconsin  

Mr.  Corey.  Tliat  is  right;  now  you  have  hit  it  absolutely. 

Mr.  Manson  (continuing).  As  long  as  you  base  your  loan  upon  50  per  cent  of  the 
prices  that  prevailed  back  in  1913  and  1914,  and  Toake  no  allowance  for  this  increase 
iribdch  r^adted  from  war  conditions,  there  is  no  incentive  to  speculation.  Of  course, 
ever  since  1880,  about  the  time  the  public  domain  was  exhausted,  there  has  been  a 
natural,  normal,  increase  in  the  value  of  farm  lands. 

Mr.  Corey.  In  ten  years  it  practically  doubled. 

Mr.  Manson*  But  there  has  been  an  extraordinary  increaae,  beginning  with  ai  out 
1914. 

Mr.  Strong.  Owing  to  the  war. 

Mr.  Manson.  Due  to  the  fact  all  the  producers  of  Europe  became  consumers  instead 
of  producers,  which  cheated  an  extraordinary  demand  which  has  been  immediately 
capitalized  and  precipitately  capitalized  into  an  inanased  price  fear  fiurm-kuids  all 
over  the  country. 

Mr.  GoLUSBOROUGH.  I  do  not  believe  any  sane  business  thinker  wants  any  serious 
reduction  in  any  sort  of  ]>rices;  but  1  also  believe  there  has  also  been,  certainly  within 
mv  l>u.^ine^'s  recollection,  an  inflation  of  prices  of  farm  lands,  nevor  justified  within 
the  limits  of  my  experience  by  their  productivity,  from  year  to  year. 

Mr.  SrRONu.  Then  you  would  say  the  increase  in  the  value  of  city  property  is 
justified? 

Mr.  Mabsh*  No. 

Mr.  GoLDSBOROUGH.  I  do  not  know  much  about  city  property. 

Mr.  Marsh.  I  will  answer  that.  I  worked  in  New  York  (Mty  for  10  years.  New 
York  Oity  is  a  paradise  for  land  speculators.  The  economic  laws  are  no  different  in 
the  city  than  they  are  in  the  country.  Thirteen  people  owned  about  one-eighth  of 
the  value  of  the  land  in  Manhattan,  and  they  were  millionaires  and  multimillionaires, 
and  finallv  they  got  through  a  bill  where  the  principle  is  the  same— the  selling  price 
of  farm  lauds  and  city  lots  is  the  net  rental  or  mcome  value— and  we  helped  to  check 
that  speculation  in  land  in  New  York  Oity,  and  to-day  on  the  full  valuation  in  one  of 
the  boroughs  the  tax  rate  is  about  3  per  cent,  and  they  exempt  new  buildings  from 
taxation  for  about  10  years;  and  in  Pittsburgh  they  are  also  gradually,  every  three 
years,  reducing  the  tax  rate  on  buildings  10  per  cent. 

Mr.  Strong.  The  point  1  want  to  make  is  that  property  values  in  this  countr\-, 
which  iff  compamtively  a  new  country,  as  it  has  settled  uj).  have  been  increasing  and 
will  continue  to  increase.    I  am  against  speculation  in  land. 

Mr.  Marsh.  Yes;  but  here  is  the  point,  that  we  have  reached  the  turning  point 
in  America  and  are  up  against  what  every  old  nation  has  been  up  s^inst.  All  of 
the  available  free  land  of  the  Natitm  ia  gone  (I  mean,  what  they  can  get  without  a 
large  expenditure  of  capital  for  irrigation  or  reclamation),  and  that  always  changes 
the  economic  situation  in  every  country.  You  asked  me  about  those  farmers.  All 
right.  I  was  out  in  Iowa  and  worked  on  a  farm  there  and  went  to  college,  and  when 
I  was  21  you  could  buy  200  acres  for  $10,000  at  the  outside— you  could  probably 
not  get  over  .$10,000.  To-day,  if  a  boy  wants  to  Iniy  that,  that  land  is  up  to,  roughly, 
$300  an  acre,  and,  to  start  on,  for  200  acres,  he  has  to  have  $60,000. 

Mr.  GoLDSBOROUGH.  Aud  its  productivity  does  not  justify  it. 

Mr.  Marsh.  It  does  not  justify  it. 

I  will  conclude  with  a  request  that  you  gentlemen  strike  out  that  provision  for  so 
large  an  increase  in  the  loan  and  ask  this,  if  it  is  not  possible  for  you  to  recommend 
ttmt  the  Federal  Farm  Loan  Board  do  not  loan  on  lands  of  such  a  \  alue,  or  require 
the  exemption  of  improvements  from  taxation,  so  as  to  prevent  land  speculation. 

Mr.  Strong.  That  is  not  in  the  province  of  this  system  at  all. 

Mr.  Marsh.  All  right.  We  are  going  up  against  a  bad  proposition.  You  have 
often  criticized  us,  Mr.  Chairman,  lor  coming  here  in  behalf  of  the  Fanners  Natuntsl 
Coxmcil.  We  have  guessed  right,  if  you  are  pleaaed  to  put  it  that  way,  on  everj^ 
eeonoQiic  proposition.  We  were  the  only  fannerB'  oi^anizaticm  here  WB,t  got  out 
aad  fought  the  Esch-Cummins  law,  and  I  want  to  read  from  a  recmt  report,  dated 
November  28,  of  the  hearing  on  the  Norris  bill. 

Mr.  Strong.  Excuse  me,  but  I  do  not  believe  we  want  to  go  into  the  Escli-(  \innnins 
bill  or  some  other  bill  now  pending  in  the  Senate.  We  are  trying  to  get  through  with 
this  bill.    1  never  criticized  you  for  coming  here. 

Mr.  Makph.  You  were  good  enough  to  let  me  do  it. 

Mr.  Strong.  Wedid  not  ask  you  to  come,  but  when  you  do  come  we  are  always  wiU^ 
ing  to  let  you  be  heuxi. 
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Mr.  (  OKKY.  You  cite  $31)0  aii  acre  land.  We  all  agree  Uiat  tattd at  $300  and  $400  an 
acre  will  not  pay  a  fair  return  in  tiie  average  community,  on  the  average  grain  hxm. 
Nov  do  you  not  recc^s&e  the  fact  that  the  Fann  Loan  Boaid  has  1  imited  the  loan  upon 
any  acre  of  land  anywhere  to  $100  per  care,  and  will  you  not  concede  that  the  valuation 
of  $200  per  acre  upon  farm  land  in  the  Corn  Belt  is  profitable  and  will  bo  profitable,  cer- 
tainly when  the  farm  commodity  prices  are  restored  to  the  fair,  normal,  level  with 

other  commodity  pricos 

Mr.  Marsh.  Answering  your  (question  directly.  1  will  say  a  value  of  $200  per  acre  in 
ihe  Corn  Belt  is  in  my  opiiiiou  insane,  suicidal,  and  uneconomic  for  the  farmer  and  for 
the  consumer. 

Mr.  <  'grey.  My  answer  to  that  is  that  the  statistics  do  not  bear  out  your  answer. 

Mr.  Strong.  Do  you  represent  the  farmer  or  the  conmuner  in  that  statement? 

Mr.  Marsh.  I  represent  tiie  farmer  prboarily,  hut  not  the  big  landowning  farmer. 
You  have  the  farm  bureau  here  which  represents  the  big  landownin^r  farmer,  and  the 
fann  banker.  I  do  not  rei^rt-sent  them:  good  Heavens,  no.  There  are  a  very  few  rich 
farmers  who  would  agree  with  me. 

Mr.  Strong.  You  represent  the  Fels  Estate  in  New  York;  they  contribute  to  your 
support,  and  you  must  represent  them. 

Mr.  Marsh*  Some  years  ago  they  contributed. 

Mr,  Strong.  Then  you  ought  to  represent  them  if  they  contributed  to  your  support. 
Mr.  Marsh.  Nobody  tells  me  what  to  say.  We  do  not  get,  as  <*e  farm  bureau 
did,  $100,000  from  the  Chic^o  Bowd  of  Trade. 
Mr.  Strono.  You  got  it  from  a  nulUonaire;  1  do  not  know  tliat  it  makes  any 

difierence. 

Mr.  Marsh.  I  did  not  auroo  with  the  lady  a?  to  sini^le  tax.    Please  do  not  start 
any  pei-sonalities:  the  vital  tiling  i.s  what  are  the  real  effects  ol*  this  measure. 
Mr.  Stkonh.  Thnt  is  what  we  are  trying  to  find  out. 
Mr.  Marsh.  You  liave  taken  two  hours  to  do  it. 

Mr.  Strong.  You  are  a^^ainst  the  clause  in  this  bill  increasing  the  limit  from 
$10,000  to  $25,000? 

Mr.  Mabsb.  rcrt^&ly,  until  you  ean  see  to  it  that  the  little  faurmer's  full  neeOB  are 

net.  ,111 
Mr.  Strong.  I  misrht  say  to  you  there  is  no  complaint  that  the  loans  to  the  bttle 

farmers  are  iu  any  w^y  cuitaileu;  iliat  tiio  evi  lcnce     there  is  all  i  he  money  that  is 

n<^eded. 

Mr.  MAiisM.  No.  ,  , 

Mr.  Strong.  1  want  to  say  to  you  further  that  every  other  farmers' association  ■ 

Mr.  Maksh.  Has  indorsed  it. 

Mr.  Strong  (oontinuing).  TImt  welaiowcrfswiBstobeiafavwoiuiisj^n^^ 
Mr.  Marsh.  Yes.  sir. 

Mr.  Strong.  The  Grange,  the  Farm^  Union,  the  Amencan  Farm  Bureau,  our 
friends  here,  Mr.  Lvman.  and  those  men  believe  that  is  a  j?ood  proA-ision.  and  you 
are  the  onh  man,  who  daims  to  be  representing  the  farmers,  who  is  agianst  it. 

Mr.  Mahsh.  Yes. 

Mr.  Stuono.  What  class  of  farmers  does  your  organization  represent? 

Mr.  Marsh.  It  represents  the  Nonpartisan  League  of  North  Dakota  and  all  those 
Western  States,  the  ¥mn  I^or  Union  of  America,  the  WashingtOB  State  Grai^,— 
whidi  absolutely  disagrees  with  the  National  6ram>e— in  other  words.  I  mig^t  say 
we  represent  more  largely  in  the  Northwestern  and  Western  States  the  ib^mMrs  whw 
they  decide  who  is  i^oing  to  be  President  and  who  is  not, 

Mr.  Strong.  That  is  hardly  an  answer  to  my  question. 

Mr.  Marsh.  It  is  part  of  my  answer—and  those  fellows  know  just  what  they  want 
and,  I  want  to  add,  they  made  some  remarkable  changes  in  the  complexion  of  tlxis 
('engross.  Thev  do  not^give  a  dog-gone  for  either  partly .^bey  know  more  about 
economics  than"  the  average  Congressman.  The  line  of  division  Ison  economic  status, 
the  tenant  farmer  has  a  100  per  cent  interest  with  the  w^  earner;  the  little 
former  is  not  a  capitalist.  These  farmers  up  through  the  West  are  desperately  poor, 
all  throi^  Mimiesota,  Montana.  Waslungton  Stat^,  Oregon,  Idaho,  Wyoming  aod  up 
tfaroi^h  there,  and  those  fellows  do  not  care  about  the  big  farmer  who  is  exploiting 
them;  they  are  looking  out  for  their  own  economic  interests  and  I  am  trying  to  repre- 
sent them  and  they  tell  me  1  am  doing  it,  and  when  I  do  not  represent  them  I  hope 
thev  will  ask  me  to  <\\i\t. 

Mr.  Strong.  You  represent,  then,  rather  the  tenant  farmer  and  laborer,  rather 

than  the  entire  class  of  farmers? 
Mr.  Maush.  I  said  the  tenant  farmer  and  small  Carmer. 
Mr.  Strong.  How  large  a  fiarmer? 

Mr.  Marsh.  I  should  say  the  fellow  with  an  investment  of  five  or  six  or  eight 
thounnd  doUara,  whose  interest  in  his  labor  return  is  four  times  as  pent  as  his  intei^  . « 
as  a  capitalist. 
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Mr.  Strong.  You  do  not  pretend  to  represent  the  farming  interests  as  a  whole, 

but  a  particular  class  of  farmers?  ^  ,    .  *   .i.  .  i       *  * 

Mr.  Marsh.  You  will  notice  timt  65  per  cent  of  Ihe  fwrnera  are  m  that  class-^^^ 

and  small  famers.  It  is  ta<h«-  striking.  I  have  written  an  article  for  the  Farm 
Joiimal  which  is  coming  out  next  month.  I  think,  on  the  relation  between  farmers  and 
labor.  I  have  no  objection  to  the  Government's  financmg  the  fellow  who  has  larm 
lands  and  who  is  trA^ng  to  hold  them  up  to  $300  and  $400  an  acre,  it  the  (rovernment 
thinks  it  is  a  sound  policy,  but  we  already  have  one  agent,  the  Joint-btock  JbanO 
Banks,  which  it  seems  from  vour  statement,  Mr.  Chairman,  largely  meets tiiatno©^ 
Mr.  Strong.  But  that  is  a  privately-owned,  profiUnaking  institution,  ttiat  you 

claim  to  be  antagonistic  to.  ,  .  ^  xj  •  • 

Mr.  Marsh.  All  right.  There  is  nothing  to  prevent  this  Government  s  exercising 
further  control  over  Qiem,  if  it  wants  to  But  I  am  gomg  to  repeat,  if  Mr  \  algren 
of  the  Department  of  Agriculture,  and  Mr.  Wilcox,  who  wrote  that  article  m  the 
CJountrj^  Gentlemen,  are  correct,  and  I  think  they  are.  ^henjhoro  aiv  about 
f^7  000,000,000  in  long-term  credits  on  farm  lands  to-day  and  only  $oo0.iHK),OUU  which 
the  farm-loan  banks  have  loaned,  and  there  is  evidently  quite  a  field  in  there  for  the 
(iovernment  to  help  the  little  farmer  retire  some  ol  their  mortgages,  on  ,^^hlCh  thj^ 
are  paying  up  to  8  per  cent,  and  to  give  the  little  farmer  ad^^tage  of  fliis  low  mtevest 

^Vb.  Strong.  I  want  to  say,  too,  there  is  nolimig  to  hinder  the  little  farmer  ccming 
in  imder  this  syst^  and  getting  his  loan    We  make  loans  down  to  $100- 

Mr.  Marsh.  You  make  loans  down  to  $100.  .  •   ,  u 

Mr  Strong.  We  make  loans  down  to  $100,  and  there  is  nothing  to  hinder  the 
smallest  farmer  coming  in  and  the  purpose  of  appointing  an  agent,  in  this  bill,  is  to 
make  it  easier  to  serve  him. 

Mr.  Maush.  I  think  anvthin^  to  make  it  easier  is  a  good  idea,  ^ 
Mr  Strong  And  the  farmers  who  talk  to  me  about  this  bill,  who  represent  larmets 
associations  generally  without  picking  out  any  particutar  class,  msirt  they  want  to 
increase  the  amount  of  the  loan  in  proportion  to  the  increase  m  the  value  of  the  land, 
so  as  to  take  care  of  the  farmers  in  this  country  now  in  debt  and  enable  them  to  amortize 
their  loans.  This  is  not  in  the  interest  of  the  speculator;  M  e  do  not  loan  mone>  under 
this  system  to  men  who  live  in  cities  and  own  large  tracts  of  land;  money  is  onl\ 
loaned  to  men  who  are  actually,  personally,  interested  in  production  on  their  iarms. 

Mr  M\HSH.  I  repeat  what  I  said  to  the  farm  organization  at  tort  Wortn,  lex., 
a  few  months  aun),  where  there  were  several  hundred  farmers  present  attending  thw 
annual  convention,  that  the  farmer  does  not  need  more  CTedit  to^y.  He  is  up  to 
his  ears  in  debt.  What  he  has  to  have  is  to  G»t  a  good  price  for  P''?ducts  and  get 
out  of  debt,  and  those  figures  I  haw  quoted  Aow he  isf 12,000  000  000  in  debt  to-day. 

Mr.  Strong.  This  system  has  nothing  to  do  with  that  end  of  it;  this  syst< m  is 
only  trying  to  loan  Mm  money  and  amortiae  it  and  give  him  34  years  to  pay  up  and 

get  out  of  debt.  ,  ,  - 

Mr.  Marsh.  For  Heaven's  sake,  let  him  get  out  in  a  tew  years,  by  getting  a  lair 

price  for  his  products. 

Mr.  Strong.  Wp  are  trying  to  do  that.  •      *  u 

Mr.  Marsh.  All  right;  you  are  going  to  have  a  chance  to  do  it  m  »  f^  weeks. 
Mr.  Goldsborouoh.  there  has  been  a  suggestion  made  and  what  this  committee 
is  trying  to  do  is  to  work  something  out  that  will  be  practicable  and  feasible^  and 
serve  aleritimate  purpose.  Now, there  has  been  a  suggestion  made  here  that  the 
bill  be  amended  in  such  a  wav  that  the  needs  of  the  borrower  whose  borrowing  capacity 
is  leas  than  $10,000  be  first  taken  care  of.   What  would  you  think  of  that  sort  ot  a 

^'^Jlr^  Marsh  I  tried  to  express  that.  Mr.  Goldsborough;  that  is  just  the  proposition; 
tliat  would  be  the  first  essential,  tliat  the  needs  of  the  very  little  fellow,  tatang  $10,000 
as  the  line  of  demarcation  between  the  big  and  little  leUow,  should  be  taken  care  of 
first:  tliat  is,  the  Government's  first  responsibility  is  to  that  httle  fellow.  And  may 
I  just  point  out  that  that  means  an  investment,  probably,  or  value,  of  close  to  »2o,000, 
doesn't  it? 

Mr.  GoLDSBOROUOH.  Yes.  .  *u 

Mr  M^RSH.  Because  you  loan  up  to  40  and  50  per  cent,  which  would  make  the 
value  to  ?et  a  loan  of  $10,000.  approximately  $25,000.  in  round  figures 

Mr  Strong.  V\"e  loan  up  tx)  50  per  cent  of  the  value  of  the  laud  and  there  has  been 
a  su"L'estion  here  that  we  should  loan  up  to  30  per  cent  of  the  value  of  the  land  and 
buildinffs.  But  you  confuse  this  system  continuaUy  wifli  the  toisomI  credit  systOTi 
you  have  iu  mind,  and  on  which  we  ale  worMng,  too,  but  thw  bill  has  nothing  to 
do  with  personal  credits  whatever. 

Mr.  Mahsh.  I  do  not  tWnk  I  confuse  them. 
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Ifo.  Strong.  I  want  to  say  to  you  that  until  the  past  year  I  was  mci^ttsing  against 
the  loan  lumt,  and  two  years  ago,  when  an  amendment  was  offered  in  the  House  to  in- 
crease the  amount  of  tlie  loan  from  $10,000  to  $25,000, 1  made  a  speech  on  the  floor  of  the 

Housp  and  helped  defeat  the  amendment,  becaose  up  to  that  time  I  took  the  position 
that  until  the  system  could  serve  all  the  small  borrowers  under  $10,000  I  was  opposed 
to  moreasini?  the  size  of  tlie  loan  above  that  amount,  but  now  that  the  system  la  able 
to  sell  enougli  bonds  to  more  than  supply  the  farmers  who  want  up  to  $10,000,  I  am 
taking  the  position  that  we  should  increase  the  limit  so  as  to  serve  the  farmer  who 
needs  more  than  $10,000.   I  am  sorry  to  disagree  with  you. 

Ifo.  Cobby.  That  is  an  interesting  amendment  that  you  suggeat:  and  may  I  not 
suggest  that  tliat  should  be  submitted  to  the  Pann  Loan  Board  and  the  fann  land 
banks  as  an  administrative  policy,  rather  than  as  a  iwt  of  the  act?  That  is  what 
they  have  always  done;  they  have  served  the  small  farm»;  and  the  Farm  Loan  Board 
has  declared  to  you  that  they  will  serve  him  in  preference  to  the  larger  Ai^n^. 

Mr.  (  rOLDSBORorGH.  How  could  that  best  be  put  in  the  bill? 

Mr.  Corey.  It  could  be  properly  framed;  but  to  my  mind,  the  language  that  he 
su^ests  would  not  quite  hit  the  situation. 

MX.  (^iiBSBOBOXJaH.  I  have  not  any  special  language  of  my  own;  but  if  the  com- 
mittee decided  that  such  an  amendment  as  that  was  wise,  I  presume  that  we  could 
work  out  the  mechanics  of  it. 

Mr.  Corey.  As  a  matter  of  fact,  the  Farm  Loan  Board,  md  also  the  farm  land  bank, 
IB  committed  to  the  duty  of  ser^•ing  the  small  farmer. 

Mr.  rTOLDSBORoi  OH,  Xobody  could  ever  commit  them  to  that— I  do  not  mean  this 
particular  board,  but  boards  of  any  kind.    I  have  not  any  reference  to  any  personality. 

Mr.  Strong.  Have  you  anything  more,  Mr.  Marsh? 

Mr.  Mabsh.  No;  I  thank  you  very  much  for  letting  me  appear  here  and  diecuda  Lhia 
wA^e  proposition. 

I  merely  want  to  add  that  my  concluding  proposition  is  this:  The  larmets  of  the 
Nation  are  being  crushed,  and  agriculture  is  bang  crushed,  by  the  hig^  sdling  prices 
of  farm  lands;  it  is  hitting  them  rather  more  tium  freight  rates,  even,  and  hitting  th^ 

hard. 

You  will  notice  that  the  indebtedness  of  the  farmers  increases  in  a  xeiy  close  ratio 
with  the  increase  in  the  selling  prices  of  lands— city  and  farm  lands.  And  you  are 
not  going  to  settle  this  farm  problem  of  credits,  until  you  make  it  so  that  the  produc- 
tivity of  the  farm  is  not  reflected  in  a  speculative  increase  in  the  selling  prices  of  farm 
lands. 

years  hence  probably  half  of  the  farm^  of  this  country  will  be  tenanta— and 
they  are  not  going  to  sit  idly  down  and  be  squeezed  out.  I  make  the  statemwit  that 
the  big  financial  interests  of  the  country  are  trying  tocwttte  a  landed  aristocracy  in 

this  country:  and  I  think  we  ought  to  stop  it. 

Mr.  Strong.  I  think  so,  too,  but  that  has  nothing  to  do  with  this  bill.  And  I  have 
said  to  yon  rei>oate(lly  that  this  bill  has  nothing  to  do  wdth  those  matters;  all  that  this 
bill  is  trying  to  do  is  to  help  the  farmer  who  owns  the  land,  and  not  the  land  specu- 
lator, to  secure  amortized  loans  on  his  farm  as  easily  and  cheaply  as  possible. 

Mr.  Marsh.  And  ttus  increase  in  tJie  size  of  loaxis  is  going  to  increase  farm  tenancy; 
a  proof  belD^  the  fann  tenancy  has  increased  Tery  rapidly  since  this  system  was 
started. 

Mr.  S^TROKG.  I  just  M-ant  to  say  that  the  facts  of  the  matter,  r^ardlees  of  your 
suggestion,  do  not  l)ear  out  your  statement.  The  object  and  purpose  of  this  bill  are 
to  decrease  farm  tenancy,  by  lending  the  farmers  the  money  to  acquire  smd  operate 
their  farms  at  the  lowest  ]>ossible  rate  of  interest. 

(Thereupon,  at  4.50  o'clock  p.  m.,  the  committee  adiourned  until  Monday,  January 
15, 1923,  at  10.30  o^clock  a.  m.)  ^  ^  ^ 

CoilAUTTEE  OX  BaXKIXG  AND  Cl  HRENCT, 

House  of  Representatives, 
Washmgton,  D.  T.,  Mondaf^.  January  15,  1922, 

The  committee  met  at  10.30  o'clock  a.  m.,  pnrsuant  to  adjournment,  Hon.  Louis  T. 
McFadden  presiding. 

The  Chairman*  (Jougreesman  Towner  desires  to  suy  just  a  few  words  before  Judge 
Lobdeli  enters  upon  his  r^arks,  which  I  hope  will  meet  the  approval  of  the  committee. 

STATEMENT  OF  HON.  HORACE  M.  TOWNEB,  MEMBS&  OF  CON- 
GRESS WB>OM  THS  STATE  OF  IOWA. 

Mr.  TowNBB.  Mr.  Chairman,  I  have  received  within  the  last  two  days  a  flood  of 
tel^;rams  from  Iowa  regarding  this  biU,  and  there  are  two  particular  dungs  in  them 
that  came  apprehension,  so  that  I  thoi^t  it  was  my  duty  to  come  b^ixre  your  com* 
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mittee  and  call  your  attention  to  those  matters,  although  I  think  the  committee 
already  know  regarding  the  feeling  and  the  desire  of  the  numerous  interests  involved, 
eroedally  in  the  Middle  West  and,  perhaps  I  ought  to  say,  especially  in  Iowa.  These 
telegrams  come  from  two  sources;  it  is  only  fair  to  the  committee  that  I  should  state 
that;  they  come  from  those  who  are  already  members  of  the  Farm  loan  associations, 
and  they  come  also  from  the  farm  organizations  such  as  the  farm  bureau  and  other 
farm  organizarions. 

There  are  two  things,  Mr.  Chaiiman,  that  they  are  very  apprehensive  about.  The 
first  one,  of  course,  is  that  we  are  nearing  the  dose  of  tixe  sesnon  and  they  hope  that 
action  will  be  tsJcen  early  enough  so  that  they  may  be  able  to  not  only  dispose  of  this 
legislation  before  the  close  of  the  session,  but  that  they  may  be  able  to  dmpoBe  ot  it 

before  the  Ist  of  March. 

I  do  not  know  whether  Members  from  other  States  really  understand  what  the  Ist 
of  March  means  out  in  Iowa  and  other  Western  States.  It  is  the  time  of  general 
settlement,  the  time  when  most  of  the  loans  are  made  payable  and  become  due,  the 
time  when  interest  is  paid.  The  reason  that  has  grown  up  to  be  the  custom  is  by  reason, 
of  the  fact  that  by  that  time  the  fanner  has  dispose  of  aU  of  his  products  ci  the  pre- 
ceding year;  at  least  all  except  Uve  stock  that  he  is  carrying  over. 

So  that  the  Ist  of  March  is  a  general  settlement  day.  A  great  many  loans  will  fall 
due  in  Iowa  at  that  time,  and  it  is  hoped  that  this  legislation  may  be  madp  a\  ailable 
m  that  by  the  Ist  of  March  they  may  be  able  to  take  out  loans  under  the  federal 
farm  loan  system. 

The  second  ground,  Mr.  Chairman — I  do  not  want  to  prolong  my  statement — is 
this :  They  are  very  much  afraid  that  the  amount  stated  or  carried  in  the  bill,  and 
which  generally  has  been  discussed  and  considered,  will  be  reduced  below  the  $25,000 
limit.  I,  of  course,  understand  the  feeling  that  a  great  many  have,  which  has  been 
expressed  here  in  the  ocmmittee,  that  perhaps  a  smaller  amount  might  be  sufficient. 
However,  I  want  just  to  say  this,  vrtiich  is  thoroughly  understood  by  our  people: 
There  can  be,  as  it  seems  to  me,  no  real  objection  to  the  extension  to  the  full  amount, 
and  I  only  want  to  suggest  a  couple  of  reasons  for  that.  In  the  first  place,  the  sug- 
gestion is  made  that  this  will  meet  with  the  necessity  of  the  average  Iowa  fann  of 
a  value  of  perhaps  .'?oO,000,  or  832,000,  and  that  a  S16,000  loan  might  be  sutiicient 
to  meet  the  average  Iowa  farm  situation.  Mr.  Chairman,  there  is  no  doubt  but  what 
that  is  true.  However,  the  average  Iowa  farm  does  not  mean  the  usual  Iowa  fann; 
certainly  it  does  not  mean  the  universal  Iowa  form;  that  is  only  Ihe  medial  be- 
tween tne  two.  It  means  that  perhaps  of  the  farm  loans  in  Iowa  one*half  of  them 
are  less  than  $16,000  and  one~half  of  them  are  more  than  $16,000. 

I  believe  that  there  is  no  real  valid  reasons  when  it  comes  to  be  considcrod  in 
extending  out  to  those  who  are  above  the  medial.  Besides,  it  is  suggested  that  those 
who  desire  to  get  loans  from  the  Farm  Ivoan  Board  can  do  so  through  the  mediun>  of 
the  joint-stock  land  banks ;  that  is  also  very  fully  understood,  1  may  say,  Mr.  Chairman , 
in  Iowa.  It  means  a  very  great  deal,  indeed,  to  Ihe  feumers  of  Iowa  to  be  able  to  take 
their  loans  through  the  cooperative  eyst&ax.  It  means  that  they  have  had,  those  wbo 
have  taken  out  loans  tibrough  this  system  during  the  past  year  have  had  10  pa  c^t 
regular  dividends  to  their  credit,  whidi  is  of  course  just  that  much  clear  gain.  It 
means  that  in  Iowa  recently,  and  a  15  per  cent  extra  dividend  has  been  divided  among 
tjhe  stockholders;  it  means,  in  short,  that  there  has  been  almost  a  reduction  in  the 
interest  rate  to  Iowa  farmers  who  have  taken  out  their  loans  through  the  Federal 
system,  almost  if  not  quite  1  per  cent  of  the  annual  rate  of  interest.  Of  course,  that 
amounts  to  a  tremendous  thing  when  you  come  to  consider  it.  The  farmer  apprehends 
and  understands  this;  that  is  Ihe  reason  why  he  is  so  very  anxious  to  get  me  benefit 
of  the  cooperative  Gn^stem.  Undw  the  Federal  farm  loan  system  as  opmted  by 
the  j<»nt-stock  land  banks  profits  go  to  the  individual  stockhold^;  under  the  coop- 
erative system  it  goes  to  those  who  are  members  of  the  organization,  and  they  are  the 
ones  who  have  taken  out  the  loans.  It  is  purely  cooperative  in  its  nature  and  works 
for  the  benefit  of  the  farmers  directly. 

Now,  Mr.  Chairman,  those  two  things  I  desire  merely  to  restate  and  to  say  that 
there  was  a  great  deal  of  apprehension  and  a  great  deal  of  feeling  among  our  farmers 
residing  those  two  matters,  and  I  just  desire  to  emj^hasize  that. 

Thank  you  very  mudx  for  giving  me  the  opp(»rtimity  for  doing  so. 

The  Chairman.  Is  there  any  one  dse  to  be  heard  before  Jaidg^  Lobdeli? 

Mr.  Stevenson.  I  want  to  insert  a  resolution  sent  to  me  by  the  Farm  Loan  Asso- 
ciation of  the  best  farm  county  in  South  Carolina,  who  have  acted  without  any  solici- 
tation from  anybody^  so  far  as  I  know.  Orangeburg  County  sends  me  this  resolution 
[reading]: 

Orangeburg,  S.  C,  January  12,  1923, 

Dear  Sir:  At  the  annual  meeting  of  the  stockholders  of  the  Orangeburg  National 
Farm  Loan  Association  a  resolution  was  passed  directing  the  president  and  seoretary- 
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treasurer  of  that  asBociation  to  write  each  of  the  Senators  and  Representatives  from 

this  State  conveyini::  the  information  that  the  said  association  ^vas  strongly  cffipoflad 
to  every  feature  of  the  Stronor  bill,  H.  R.  13125,  and  all  other  similar  bills,  proposing 
amendments  to  the  Federal  farm  loan  act,  except  that  feature  which  proposed  to 
increase  the  limit  of  a  loan  toasingleindixidual  from  $10,000  to  $25,000.  Theassocia- 
ti<Mi  is  strongly  opposed  to  all  suggestions  which  would  eliminate  the  cooperative 
featnte  of  the  farm  loan  act,  and  ^o  to  the  suggestion  that  the  directors  of  the  farm- 
loan  banks  be  changed  in  thm  organization,  so  that  the  national  farm-loan  associations 
will  elect  less  than  a  majority  of  the  said  dii^ctoiB. 
Veiy  truly  yocoB, 

Seaetary- Treasurer,  Orangeburg  National  FaniH  Loan  Assoeiatim. 

The  Chairman.  I  would  also  like  to  place  in  the  record  at  this  point  two  letters 

from  Representative  Lamar  Jeffers  pertaininu:  to  this  same  subject  and  a  letter  from 
Rei>resentative  J.  D.  Beck.   If  the  committee  desures,  I  will  read  them;  otherwise 

1  will  insert  the  letters. 

(The  letters  referred  to  follow:) 

Wasuington,  D.  C,  January  11, 19gS. 
CiiAiHMAN  Committee  ox  Banking  and  ruRRExcY. 

House  of  Representatives. 
My  Dear  Sir:  For  the  information  of  your  committee  I  heg  to  hand  vou  herewith  a 
letter  from  Hon.  ('.  H.  Yountr.  of  Anniston,  Ala.,  in  which  letter  Mr.  Youno:  sets  out 
his  views  r^arding  certain  features  of  House  l)ill  13125.    I  understand  that  legislation 
of  this  nature  is  under  coneoderatioii  at  this  time  before  your  committee. 

Mr.  Young,  I  may  say,  is  secretary  of  his  local  association  in  Csahoun  County,  Ala-, 
and  I  am  sure  that  his  views  are  the  result  <rf  his  actual  experience  in  the  work. 

I  ask  your  careful  consideration  to  the  contents  of  Mr.  Yoiu^'s  letter,  and  I  will 
further  ask  that  his  letter  be  made  a  part  of  your  hearings. 
Tliankinc:  you  for  your  consideratUMX,  1  aiu^ 
Yours  very  sincerely, 

Lamah  Jeffeus. 
Anniston,  Ala.,  December  20,  1922. 

am.  Lamar  Jefpsbs, 

Member  of  Qmgrm,  Washington,  D.  C. 

Dear  Laicae:  I  have  made  a  careful  study  of  House  bill  13125,  introduced  by 
Kepresentative  Strong. 

1  do  not  favor  section  6,  amending  section  15  of  the  original  act,  for  the  reason  that 
this  amendment  means  the  ultimate  elimination  of  tto  farm-loan  association.  If 
Federal  land  banks  may  make  loans  direct,  then  there  is  no  occasion  for  the  farm-loan 
association.  Under  the  provisions  of  the  act,  all  applications  must  originate  Avith  the 
several  associations.  Each  application  is  now  inspected  by  a  representative  member 
of  the  association  or  the  loan  committee  as  a  whole.  In  addition  to  the  value  of  the 
lauds,  the  inspectors  consider  the  moral  risk  of  the  ai)plicant,  and  the  interest  of  the 
bank  as  well  as  the  association  is  uiply  safeguarded.  It  ia  my  expmence  that  a  great 
many  undesirable  applicaticms  are  filed  with  the  local  afisociation,  and  wh^ 
moral  risk  is  bad  my  association  has  rejected  the  application.  Furthermore,  the 
Federal  laud  l)auk  noAv  has  the  advantage  of  the  opinion  of  the  local  loan  committee 
as  well  as  the  l)oaid  of  directors  as  a  whole,  whereas  under  the  amendment  the  bank 
would  have  only  the  l)are  report  of  its  insjM'ctor.  Furthermore,  should  the  bank 
attempt  to  make  loans  direct  throu^rh  a  local  agent,  there  will  be  always  the  tempta- 
tion for  the  local  agent  to  recommend  excessive  loans  for  any  and  all  persons  by  reason 
oi  the  cconpaisation  to  be  rec^ved  for  placing  these  loans/  I  fear  that  if  the  amend- 
mmt  18  adopted,  it  will  mean  the  iq>eedy  death  of  the  local  asBociatiGns  and  result  in 
the  failure  of  the  purposes  contemplated  by  the  act. 

I  am  also  of  the  poinicm  that  but  one  assodatkm  should  be  permitted  in  any  one 
county  or  parish.   One  association  can  better  serve  a  given  comnitinity  and  mote 
efficient  men  can  be  employed  in  the  work. 
Yours  truly, 

i\  H-  Young. 
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Washington,  D.  C,,  January  13,  192S. 

JHon.  Louis  T.  McFadden. 

Chairman  Committee  on  Banking  and  Currency,  House  oj  Representatives, 

My  De\r  Mr  McFadden:  As  1  have  previously  indicated  to  you  and  to  other 
members  of  the  Committee  on  Banking  and  Currency,  I  am  very  much  interested  m 
the  legislation  affecting  rural  credits  and  the  farm  loan  act,  now  being  considered 
in  the^hearings  being  conducted  by  your  committee. 

I  have  active  farm-loan  aeaodations  in  the  district  which  I  have  the  honor  to  repr^ 
sent  and  I  am  taking  the  Uberty  of  quoting  herewith  extracts  from  a  letter  received 
recently  from  the  secretary  of  one  of  those  associations.  The  letter  from  which  the 
following  extract  is  taken  is  from  Mr.  Morgan  Richards,  of  belma,  Ala.,  secretary  of 
the  Central  National  Farm  Loan  Association:  j 

''Our  directors  discussed  the  two  changes  which  you  spmfically  mentioned  some 
time  ago,  and  are  very  much  in  favor  of  both  of  them,  with  the  possible  excepU^  ^ 
some  doubt  about  the  advisability  of  extending  the  loan  hmit  above  $25,000 

special  cases.  -    ^-  j 

"We  believe  that  the  provisionfi  for  permanent  organization  are  proper  and  tnat 
the  right  of  the  stockholders  to  have  some  voice  in  the  management  of  the  bank 
ahould  have  never  been  taken  from  them,"  v  -  .  .i,  ^-^^ 

I  wiU  very  much  appreciate  it  if  you  will  be  so  kind  as  to  bring  this  to  the  attention 
of  vour  committee  in  connection  with  your  hearings  now  being  conducted,  and  i  will 
thank  the  committee  if  this  letter  will  be  included  in  the  record  of  your  hearings. 
With  good  wishes,  I  am, 

YouTB  very  sincerely,  ^  ^ 


WAsmNOTON,  January  15,  19iS. 

To  (he  CommiUee  oti  Banking  and  Currency: 

Gentuemisn:  You  are  considering  H.  R.  13125,  known  as  the  "Strong  bill",  amend- 
ing the  Federal  land  bank  law.  There  are,  in  my  opinion,  two  provisions  of  this 
Tfcffl  that  should  become  a  law.  They  are  the  inrreasmg  of  the  amount  oi  the  loan  to 
an  individual  farmer  and  the  providing  of  land  bank  districts  with  directors  locaXed 
in  various  parts  of  the  districts.  If  there  were  added  to  these  P^-o^'^^  °^,SrJ5SI. 
the  repeal  of  the  amendment  of  1918,  and  all  the  other  proVMions  of  H.R.  13125  ware 
eliminated,  I  would  support  the  bill.  •    ^-^  ^-     •         ^„r,w  Tf 

Farming  is  the  very  foundation  of  every  busmess  institution  in  the  country.  If 
the  farmers  are  prosperous,  if  this  foundation  of  all  business  institutions  is  eocm^r 
everv  other  neceeearv  business,  if  properly  managed,  will  be  secure. 

S2JSS,TS.e,  any  legisfitiJn  which  will  enable  the  farmer  to  properly 
function  which  will  make  him  more  and  more  independent  of  large  hnancial  institu- 
tions, such  legislation  will  not  only  benefit  him  but  will  benefit  everybody. 

The  Federal  land  bank,  as  originally  conceived,  is  a  iarmor  uistitution.  He  eliouia 
be  allowed  to  control  it,  without  interference  from  anyone,  especially  poUtical  mte^ 
ference  As  I  read  H.  R.  13125  this  system  wiU  become  a  political  football  subject 
to  the  political  whims  of  each  succeeding  admintetration  It  will  replace  the  farmers 
omi  l^nts  as  now  provided  by  law,  witli  the  agents  of  the  banks.  It  will  lessen  the 
Lm£'  abiUty  to  protect  themselves  against  losses  or  to  participate  m  profits,  and 
eliminates  thell  having  anything  to  say  as  to  how  the  system  shall  f unct  ion. 

It  also  seems  to  me  that  under  this  bill  the  security  will  not  be  as  eouud  as  under 
existing  law,  the  difficulty  in  selling  bonds  will  increase,  and  the  risks  of  the  banks 
will  be  enhanced.   It  would  also  seem  that  interest  rates  would  go  up  and  profits 

^°Under  this  bill  the  cooperative  features  of  existing  law  would  be  elimiiMted.  It 
is  said  the  farm  loan  associations  do  not  function  anyway,  after  ^e  members  have 
secured  their  loans.  But  they  can  and  wUl  function  whenever  their  interests  are 
Signed,  but  that  will  be  impossible  under  H.  R.  13125,  not  only  this  but  it^take| 
Jm^  from  the  Federal  land  banks  the  right  to  seU  and  dispose  of  their  own  bonds  and 
creates  a  new  agency  for  that  purpose.  ,     .  ,  ,  , 

It  even  takes  control  of  the  system  out  of  the  hands  of  ongress  and  places  itni  a 
board  responsible  to  no  power  on  earth,  not  even  to  themselves  and  permits  this  board 
to  levy  its  entire  cost  upon  the  borrowers,  whether  that  cost  be  much  OT  Uttie. 

I  would  be  pleased  to  have  tliis  statement  put  into  the  record. 

Yours  truly,  j  ^ 


3214^23  ^17 
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STATEMENT  OF  HON.  CHARLES  E.  LOBDELL,  COMMISSIONBB  AND 
EXECUTIVE  OFFICER,  FEDERAL  FARM  LOAN  BITBSAXT  TBBA8- 
URY  DEPARTMENT,  WASHINGTON,  D.  C. 

Mr.  LoBDEix.  Apropros  to  the  resolution  read  by  Congressmaai  Stevenaon,  I  desire 
to  insert  m  tho  record  a  letter  of  date  of  January  3,  1923,  from  Mr.  Lester  C.  Mawm 
directed  to  all  farm  loon  assodatians  diecusKiig  thk  biU.  I  will  read  only  the  con- 

cluuing  paraijraph: 

"^Tien  you  have  reached  a  conclusion,  write  your  Congressman  and  Senators. 
Get  your  otiicera  and  membeis  to  write  them.  Get  in  touch  with  your  neio-hboring 
assomtions  and  enlist  their  aid  in  this  fight.  It  will  also  assist  us  if  you^will  let 
me  know  what  you  have  done." 

(The  letter  referred  to  and  submitted  by  Judge  Lobdell  is  here  printed  in  full,  as 

Janvart  3, 1923. 

The  Pbesident  axd  Sbcebtaby-Tbbasubbr  op  National  Farm  Loan  Associ- 
ations: 

De  ar  Sik:  I  haA  o  rocoived  so  many  roquests  from  farm  loan  associations  for  my 
oi)i!uon  01  the  erfVet  ot  the  Strono-  bill,  H.  R.  18125,  and  of  the  Norbeck  bill,  S.  4130, 
that  1  Ivdvv  prepared  and  am  sending  to  som(^  of  the  associations  this  general  letter. 

The  only  provision  of  either  of  these  bills  that  can  help  the  farm  loan  system  is 
^tiOB  5^  increasing  the  limit  on  loans  which  can  be  made  to  any  one  indiA  idual  by 
fBderal  land  banks.  This  provisioii  is  likewise  contained  in  several  other  bills  now 
pending  and  its  enactment  is  not  dependent  upon  the  passage  of  these  bills. 

UNIXDORSBD  LOANS  MEAN  HIGHER  INTfiRElST  RATE. 

The  enactment  of  the  Strong  bill,  or  any  other  measure  authorizing  the  making 
of  direct  unindorsed  loans  by  the  Federal  land  banks,  would  imquestionably  desfa^ 
the  present  market  for  Federal  land  bank  bonds,  and  would  necessitate  an  increase 
of  at  least  one-half  of  1  per  cent  in  the  interest  rate  on  the  bonds,  and  to  the  borrowers. 
The  present  bonds  are  secured  by  mortgages  indorsed  bv  farm  loan  associations.  This 
indorsement  enables  the  bank  to  look  to  the  association  to  collect,  or  make  good  on 
defaults.  This  indoisement  leduces  Uie  chance  of  loss  to  the  bank,  nd  reduces  the 
chance  of  the  banks  failing  to  pay  the  interest  and  principle  of  the  bonds  when  due. 
The  result  is  that  the  bonds  sell  readily,  at  a  lower  rate  of  interest  than  do  similar 
l)onds.  similarly  secured  by  the  same  class  of  mortgages,  issued  by  the  joint  stock 
land  banks.  The  only  real  difference  between  a  joint  stock  land  bank  bond  and  a 
Federal  land  bank  ])ond  is  that  the  latter  is  secured  bv  indorsed  loans  while  the  former 
IB  not.  As  a  result  of  this,  the  joint  stock  land  banks  are  paving  one-half  of  one 
per  cent  more  interest  and  are  loaning  to  the  borrowers  at  one-half  of  1  per  cent  more 
than  tbe  Federal  land  banks.  <^  > 

EFFECT  ON  ASSOCIATIONS. 

If  any  (rf  these  bills  be  enacted,  the  associations  which  continue  in  existence  will 

not  only  be  compelled  to  bear  their  own  losses,  as  indorsers,  but,  as  stockholders  in 
the  banks,  they  will  also  share  the  losses  on  direct  unindorsed  loans.  The  direct 
borrowers  will  only  share  the  losses  of  the  bank,  and  will  not  be  effected  bv  association 
l^es.  By  voluntary  liquidation,  which  is  permitted  under  these  bills,  the  borrowers 
ttuough  associations  can  escape  their  liability  under  the  asso(  iation  indorsement. 
Under  these  conditions,  a  borrower  would  be  more  than  foolish  if  he  did  not  vote  for 
the  liquidation  of  the  association.  It  is  my  opinion  that  if  these  provisions  of  these 
bills  be  enacted  there  will  not  be  an  association  in  existence  two  years  hence. 

POLITICAL  MANAGEMENT. 

It  is  claimed  hy  those  behind  these  bills  that  permanent  political  management  of 
these  banks  must  be  provided  for  in  order  to  secure  legislation  to  increase  the  limit 
on  loans,  and  to  insure  the  continued  sale  of  bonds.  There  is  no  foundation  for  either 
of  these  statements. 

The  demand  for  an  increase  in  the  limit  is  general  throughout  the  country.  There 
is  no  opposition  to  this  increase,  eilSier  in  Congress,  or  among  those  interested  in 
l^islation  affecting  the  farm  loan  system.  Congress  will,  at  this  session,  increase 
the  limit  on  Federal  land  bank  loans,  and  will  grant  this  increase  without  tying  any 
strings  to  it.  This  pro\ision  was  inserted  in  these  bills  as  a  bait  for  support  for  the- 
whole  scheme  proposed.  It  was  inserted  to  delude  associations  into  supporting  a 
measure  which  \\'ill  forcA  er  deprive  the  cooperative  owners  of  this  system  of  coopera- 
tive control  of  its  management. 

It  is  fundamental  that  those  whose  capital  is  at  stake,  and  who  are  liable  for  losses, 
are  entitled  to  the  control  of  the  management,  that  tiiey  may  protect  themselves 
againBt  km  and  earn  a  ^fit  if  th^  can. 
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A  marked  distinction  exists  between  Government  supervision  of  management  and 
Oovemment  management.  It  was  tiie  intent  and  purpose  of  the  farm  loan  act  to 
give  to  the  stockholders  the  control  or  ^e  manag^ent  of  the  Federal  land  banks, 
and  to  give  to  the  Federal  Fann  Loan  Board  the  ri^tt  to  so  supervise  that  manage- 
ment as  to  insure  the  obs^!vance  of  the  law.  Proper  supervision  of  the  management 
of  these  banks  is  sound  and  necessarj^  to  the  sale  of  the  bonds.  The  management  of 
these  banks  by  the  board  through  its  appointees  is  neither  necessary  nor  sound. 

The  fact  that  the  board  would  not  permit  this  system  to  function  during  tho  year 
1921  is  the  best  proof  of  the  danger  that  is  inherent  in  the  management  being  out  of 
the  hands  of  the  farmers.   What  has  happened  once  may  happen  again. 

This  claim  that  the  continued  sale  of  bonds  is  dependent  upon  a  perpetuation  of 
I  this  political  management  is  a  ghost,  brought  forth  to  scare  the  fanners  into  surrender* 

ing  their  right  to  manage  their  own  property.   It  is  completely  refuted  by  the  facts. 

The  law  now  pro\'ides,  and  always  has  provided,  that  upon  the  termination  of  the 
^'temporary''  management,  the  banks  shall  be  managed  by  boards  of  nine  directors, 
six  of  whom  shall  be  elected  by  the  associations.    Every  bond  house  selling  these 
1  bonds  knows  of  this  piwision  of  the  law,  and  every  large  investor  knows  of  it.  They 

know  that  this  temporary''  management  is  liable  to  end  at  any  time,  and  have 
handled  and  bought  mese  bonds  with  that  knowledge.  In  the  face  of  the  fact  that 
the  bonds  are  being  sold  as  fast  as  offered,  and  subscril^  for  far  in  excess  of  the  amount 
offered,  under  a  law  which  provides  that  cooperative  management  may  become 
effective  at  any  time,  what  basis  can  there  be  for  the  claim  that,  unless  the  law  is  so 
amended  as  to  provide  for  permanent  control  by  politicians,  liie  bonds  will  not  sell 
Is  it  not  far  more  reasonal^le  to  believe  that  investors,  knowing  the  natural  conserv^a* 
tism  of  the  farmer,  and  knowing  of  the  success  of  cooperatively  managed  enterprises 
all  over  the  world,  have  bought  these  bonds  depending  upon'' the  early  termination 
of  political  control.  Who  ever  heard  of  an  investor  who  had  a  predilection  for  a 
pohtically  managed  institution? 

The  advocates  of  the  ship  subsidy  bill  claim  that  the  subsidy  is  necessary  to  enable 
the  Government  to  get  out  of  the  shipping  businass,  of  which  it  has  made  a  faUnze. 
Would  it  not  be  well  to  wait  until  some  means  can  be  devised  whereby  the  Govern- 

manage  the  business  enterprises  it  owns,  before  turning  over 
to  it  the  management  of  privately  owned  enterprises  like  the  Federal  land  banks? 

Other  provisions  of  these  bills  transfer  the  authority  to  issue  bonds  from  the  Federal 
land-banks  of  each  district,  which  should  know  the  requirements  of  their  respective 
districts,  to  a  central  Fedml  land  bank,  and  give  the  board  the  unlimited  right 
to  tax  the  banks,  and  indirectiy  the  borrows,  for  such  expense  as  the  board  may 
see  fit  to  incur. 

Generally  speaking,  these  bills,  if  enacted,  will  completely  revolutionize  the  whole 
system ,  scrap  the  cooperative  madiinery,  and  oibstitute  entirely  diS&tmt  machinery 

in  its  place. 

I  have  prepared  a  memorandum  for  the  Senate  Committee  on  Banking  and  Cur- 
rency, in  which  I  have  made  a  thorough  analysis  of  the  effects  of  these  bills.  This 
memorandum  is  contained  in  the  report  of  the  hearbigs  on  rural  credits  and  a  copy 
will  be  sent  you  by  Senator  Fletcher  in  a  few  days.  I  request  that  you  read  it  and 
give  its  contents  your  most  careful  consideration. 

Coi^ess  will  give  great  weight  to  the  views  and  wishes  of  the  officers  of  the  asso- 
ciations. This  system  will  not  be  destroyed  if  we  fight  for  its  preservation.  Hie 
fight,  however,  is  on  now,  and  if  we  are  ever  to  do  anything  it  must  be  done  now. 

When  you  have  reached  a  conclusion,  write  vour  Congressman  and  Senators. 
Get  your  officers  and  members  to  write  them.    Get  in  touch  with  your  neighboring 
associations  and  enlist  their  aid  in  this  fight.   It  will  also  assist  us  if  you  will  let  me 
know  what  you  have  done. 
Very  truly  yours, 

Lester  Mansok, 
Attorney  for  the  Federation  of  NeHonal  Farm  Loan  Asmm^us. 

^  Mr.  Lobdell.  That  is  self-explanatory. 

Mr.  Stevenson.  Permit  me  to  interject  that  I  am  not  the  Congressman  in  that 
district;  that  is  another  district  entirely. 

Mr.  LoBDSXiii.  If  I  may  have  your  attention  a  very  few  mom^ts:  I  have  naturally 
jl^  followed  the  hearings,  although  it  has  not  been  my  pleasure  to  be  present  at  all  of 
them  and  there  are  only  a  few  suggestions  that  I  wish  to  make. 

In  reference  to  the  sale  of  bonds,  I  notice  that  the  theory  has  been  advanced  that 
the  banks  could  and  should  do  their  own  marketing  individually,  instead  of  coopera- 
tively. In  the  early  stages  of  our  organization  in  some  of  the  banks  the  management 
had  the  same  theor\'.  You  will  recall  that  in  1918  provision  was  made  for  the  purchase 
of  bonds  by  the  Treasury,  covering  that  fiscal  year  and  the  succeeding  fiscal  year; 
Uierei^ter  and  during  the  continuance  of  the  war  and  until  the  so-called  Victory  bond 
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campaign,  after  the  conclusion  of  the  war,  cm  bonds  were  sold  only  at  such  intervals' 
as  suited  the  pleasure  of  tlie  Treasury,  In  January,  1919,  we  had  still  a  very  liberal 
reserve  available  in  the  l^eaaury  for  the  end  of  that  fiscal  year,  and  tiie  Treasury  had,, 
until  the  Victory  campion  came  along,  no  special  financing.  So  that  Mr.  Norris, 
who  was  in  charge  of  our  fiscal  operations,  took  that  occasion  to  turn  the  bante  loose- 
and  see  what  they  could  do  in  the  way  of  selling  bonds.  Each  bank  was  authorized 
to  sell  all  the  bonds  that  it  could.  The  4 J  bonds  were  offered  at  par  and  a  half,  and 
in  the  case  of  the  distributors  a  commission  of  a  half  point  was  made  to  them 

That  activity  continued  between  three  and  four  months.  Some  of  the  banks  got 
very  active.  Tlie  Omaha  bank,  as  I  think  Mr.  Corejr  will  recall,  hired  solicitors  and 
put  ihem  into  the  field.  The  result  was  a  sale  of  less,  in  the  aggregate,  than  $3,000,000* 
of  bonds  by  all  the  banks.  The  Baltimore  bank  sold  practi<^ly  up  to  its  consump* 
tion.  Even  the  New  England  bank  failed,  and  the  current  wants  ot  the  banks  were 
sui^lied  by  draft  on  the  Treasury,  That  was  in  a  period  when  there-waaa  very  com- 
fortable bond  market.  That  went  on  until  the  Victory  bond  campaign  occurred, 
when  it  was  stopped,  of  course,  and  at  the  conclusion  of  the  Victory  campaign  we 
made  a  consolidated  offering  through  the  distributing  houses,  tlie  channel  which  has 
been  usual  with  us,  and  they  sold  $56,000,000  for  us  at  par  1  in  a  couple  of  weeks. 

Mr.  SrftONO.  You  mean  1  per  cent  above  par? 

Mr.  LoBDBiit*.  One  per  cent  above  par — where  the  banks  altogether  had  been  able 
to  sell  less  than  $3,000,000  at  par  and  a  half  in  90  days.  We  ri3garded  that  as  a  fair 
test,  and  the  banks  r^arded  it  as  a  fair  test;  and  those  that  had  theretofore  had  the 
impression  that  they  oould  perhaps  market  individually  went  vety  stiongty  into  the 

cooperative  plan. 

I  notice  also  that  the  suggestion  was  made  that  the  security  of  the  farm  loan  bonds 
to  the  bondholder  would  be  lessened  by  the  liquidation  of  the  farm  loan  associations.. 
That  statement  must  have  been  made  without  analyses  of  tlie  fact.  There  is  no 
double  liability  on  the  stock  of  a  land  bank  held  by  a  national  farm  loan  association. 
The  land  bank  imiy  fail  and  go  into  insolvency  and  the  association  whose  members 
have  made  their  payments  have  no  further  liability;  while  if  the  association  were 
liquidated  and  the  liability  as  provided  in  this  bill  extended  to  the  borrowers,  there 
would  be  a  liability  on  the  borrower  which  does  not  now  exist:  and,  instead  of  weak- 
ening, if  it  had  any  effect,  it  would  add  to  the  security  behind  the  bond^ 

Mr.  Stevenson.  If  you  will  permit  me  a  question  right  there? 

Mr.  LoBDELL.  Most  gladly. 

Mr.  Stevenson.  I  want  to  get  that  matter  straight  in  my  mind.    Suppose  the 
stockholder  of  the  iarm  loan  association  had  double  liability  to  the  association? 
Mr.  LoBDGiiL.  He  has  to  the  association;  yes. 

Mr.  Stevenson.  The  associatum,  as  I  get  it  from  you,  does  not  have  a  double 
liability  to  the  bank. 
Mr.  LoBDELL.  To  the  bank  or  to  the  bondholder? 

^fr.  Stevenson.  Let  us  see  how  that  would  work  out.  The  liability  and  double 
liability  of  the  stockholder  in  the  bank,  under  universal  practice  of  law,  is  only 
available  when  the  bank  goes  into  liquidation  or  when  a  bank  becomes  insolvent. 

Mr.  LoBDELL.  That  is  right. 

Mr*  Stevenson.  It  is  never  available  until  it  is? 

Mr.  LOBBBLL.  No. 

Mr.  Stevenson.  On  the  other  hand,  if  an  association  and  the  borrowers  in  an 
association  failed  to  meet  their  payments  to  the  land  bank  then  immediately  thai* 
double  liability  of  tii6  stockholder  in  the  assocktion  becomes  a^wlable  to  make  it  up; 

is  not  that  true? 

Mr.  LoBDELL.  For  the  obligations  contracted  within  that  association. 
Mr.  Stevenson.  The  only  way  for  the  bank  to  fail  is  for  all  of  the  associations,  or 
a  large  part  of  the  associations,  to  fail  to  carry  out  their  obligations,  is  it  not? 
Mr.  LoBOELL.  Yes. 

Mr.  Stevenson.  Now,  if  every  association  that  starts  down  the  hill  can  be  pro* 
ceeded  against  and  its  stockholders  double  liability  to  it  be  proceeded  against  to 
nuUce  that  shortage  good,  then  that  inures  to  the  benefit  of  the  bank  so  as  to  keep  it 
from  having  accumulated  liability,  does  it  not? 

Mr.  LoBDELL.  But  when  one  association  does  that,  that  is  the  end  of  its  liability. 

Mr.  Stevenson.  15ut.  when  it  does  that,  you  have  got  the  means  there  to  prevent  a 
loss  to  the  bank,  because  you  can  go  on  to  every  stockholder  of  that  association  for  his 
double  liability,  and  you  can  do  that  immediately,  while  the  bank  is  entirely  solvent. 
If  that  is  done  every  time  when  an  association  begins  to  go  to  the  bad  you  have  a 
double  liability  of  the  stockholder  in  the  association  availfu[>le  to  back  up  the  bonds, 
and  the  bank  immediately,  and  you  do  not  have  to  wait  until  ihe  impttiiment  of  the 
capital  of  the  bank;  is  not  that  so? 

Mr.  LoBBSiiL,  That  is  true  of  the  particular  association. 
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Mr.  Stevenson.  lUit  >  ou  have  got  to  desiX  with  each  one  separately.  They  begin 
to  default  separately,  do  they  not? 

Mr.  LoBDELL.  Yes.  .  . 

Mr  Stevenson.  If  the  bank  takes  that  course  whenever  any  association  gets  into 
default,  and  takes  that  up  and  makes  it  good  and  makes  ihem  come  across,  there  is  no 
chance  for  the  bank  to  become  insolvent,  and  they  have  nev^  to  go  m  to  any  other 
W  jVbili  t^^ 

Mr.  Lobdell.  It  is  inconceivable  in  fact  for  a  bank  to  become  insolvent.  Theoret- 
ically, it  is  possible  for  one-third  of  the  associations  in  a  bank  to  liave  so  many  defaults 
as  to  affect  its  solvency,  and  the  remaining  two-l birds  of  the  associations  whose  bor- 
rowers have  met  their  obligations  could  not  be  called  upon  to  re]>air  the  insolvency. 

Mr  Stevenson.  And  therefore  it  is  inconceivable  under  the  arrangement  that 
abolishes  the  association  that  any  bank  or  any  bondholder  wonld  ever  go  onto  a  double 
liability  of  a  stockholder  who  borrows  directly  from  the  bank:  it  is  only  the  stock- 
holder who  is  borrowing  tlurough  an  association  that  can  be  made  to  respond  when  his 
fdloWB  in  the  association  b^in  to  go  wrong  and  the  asBOciation  begins  to  fall  tiiat  is 
the  fun(tomental  defect  in  your  position. 

Mr.  Lobdell.  That  is  a  question  of  judo:ment,  of  course. 

Mr.  Stevenson.  It  is  a  question  of  practical  result.  I  have  to  wind  up  a  lot  ot 
*  iame-duck"  corporations  one  time  and  another,and  if  I  had  had  the  right  while  the  cor- 
poration was  still  in  existence  to  go  onto  the  stockholders  and  get  a  contribution  of  100 
per  cent  before  it  got  into  the  "lame-duck"  claas  I  would  quit  getting  25  per  COTt 
wh^  I  would  frequently  have  to  go  for  100.  You  see  the  difference  of  gomg  onto 
the  stockhold^  of  a  concern  that  has  a  liability,  because  it  is  particularly  to  the  asso- 
ciation but  ultimatelv  for  the  benefit  of  the  bank.  It  has  a  right  to  go  on  him  and 
make  him  responsible  for  that  before  there  is  BUch  a  falling  down  as  to  impair  the 
•solvency  of  the  bank,  whereas  the  Other  results  the  other  way.  That  is  my  view  of  it, 
and  it  has  been  mv  experience. 

Mr.  Strong.  Mr.  Lobdell,  I  would  like  to  ask  you  a  question,  whether  or  not  your 
experience  and  knowledge  of  this  Federal  farm-loan  system  leads  you  to  believe  that 
the  liability  attaching  against  the  farm-loan  association  is  of  such  a  nature  as  to  be 
beneficial  in  the  sale  of  me  bonds?  ^   ,     -       ,  • 

Mr.  LoBDEUi.  No.  I  do  not  believe  that  any  importance  is  attached  to  it,  and  in 
practice  it  is  not  enforced,  because  in  the  rare  instance  of  a  foreclosiu-e  the  bank  bids 
the  land  in  at  what  it  has  invested  in  it  and  the  assoc  iation  is  relie^  ed  of  its  liability. 

Mr.  Stevenson  .  Just  on  that  point,  if  you  will  permit  me.  The  association  indorses 
the  mortgage,  does  it  not? 

]\Ir.  Lobdell.  Indorses  it  unqualifiedly;  yes. 

Mr.  Stevenson.  And  therefore  all  we  have  had  to  say  about  the  double  liability 
of  the  association  does  not  amount  to  anything,  because  its  asBets  are  the  Uabihly  of 
its  stockholders,  are  they  not? 

Mr.  LoBDBiiL.  It  creates  a  res^ve.  ,  .  , 

Mr.  Stevenson.  That  indorsement,  which  is  only  backed  up  really  by  the  liability 
of  the  stockliolder,  has  been  used— I  have  noticed  in  the  advertisements,  and  Mr. 
Manson  has  just  handed  me  one  here  just  this  minute,  >\here  they  universaUy  say  it 

ifi  backed  up  [reading]:  ,  .  ,  i 

Guaranteed  by  the  local  national  farm  loan  association  of  \\hich  the  borrower  is 
a  member  and  stockholder.   The  stock  of  these  associations  carries  a  double  liability.*' 

That  is  the  advertisement  of  tiie  Federal  land  bank  bonds,  4^  per  cent,  made  by 
the  National  City  Co.  I  see  anothw  one  h^,  *'Guaranteed  by  the  local  national 
fsam  loan  association  of  which  the  borrower  is  a  member  and  stockholder.  The  stock 
*of  these  associations  carries  a  double  lirtllity."  That  is  the  adv^lisement  of  the 
•Guaranty  Co.  of  New  York. 

Those  are  some  of  yoiu'  bond-selling  people? 

Mr.  Lobdell.  Those  are  members  of  the  managing  group. 

Mr.  Stevenson.  And  they  very  actively  put  that  before  the  people? 

Mr.  Lobdell.  Yes.  .   .  _ 

Mr.  Stevenson.  Hiis  double  Uabili;)^  of  the  stockholder  of  the  associatioa  which 

backs  up  the  indorsement  of  the  assodation  

Mr.  jfiicGRBGOB  (interporing).  The  same  as  the  stockholder  in  any  bank. 

Mr.  Steagall.  As  a  matter  of  fact,  this  is  the  way  it  operates,  as  I  understand  it: 
■The  fact  that  there  is  a  direct  resort  to  the  right  resting  upon  the  double  liability 
does  not  mean  that  the  bank  does  not  get  or  its  security  does  not  get  the  benefit  of 
that;  recognizing  that  double  liability  the  association  indorses  the  paper,  and^  relieves 
the  bank  of  the  loss  in  that  indirect  way,  where  it  all  grows  out  of  the  rights  involved 
in  the  double  liability  of  the  borrower. 

Mr.  MacGregor.  Out  of  the  liability  of  the  stockhdkler. 

Mr.  Steagall.  Judge  Lobdell,  you  would.not  object  in  determining  what  securities 
the  bonds  are  looked  to  and  i«ii6d  ispm  by  the  pradiasm  <rf  the  bondsr-^we  wouW 
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not  ]>e  limited  necessanly  to  any  particular  representation  or  any  particular  &ct  to 
which  direct  attention  was  called  by  those  who  are  offering  the  bonds;  and,  on  the  other 
nanci,  you  could  not  attempt  to  separate  and  pick  out  any  particular  feature  of  the  sys- 
tem  as  constituting  the  controlUng  basis  of  credit  from  those  who  purchase  the  bonds  of 
tne  system? 

Mr.  LoOTBLL.  That  wovld  be,  of  course,  merely  a  matter  of  judgment. 

Mr.  bTEAGAix.  As  a  matter  of  fact,  it  is  the  whole  system,  mth  all  its  safeRuards. 
1-  i^  i-  control,  regulation,  inspection,  the  double  liability,  the  joint 

liability  ot  all  the  yanous  land  banks-^Ol  taken  together  that  oonstitates  the  securitr 

on  which  the  bonds  are  based? 
Mr.  LoBDELL.  Yes. 

Mr.  Steagall.  And  it  would  hardly  be  tenable  to  say  that  any  particular  supervision 
saleguarding  the  purchase  of  bonds  would  be  controlling?  influence,  or  that  any  partic- 
ular feature  would  not  enter  into  the  calculation ;  is  not  that  true? 

Mr  LoBDBUi.  I  think  that,  again,  lipcomes  a  matter  of  judgment.  I  think  it  is 
possible  to  form  a  pretty  accurate  idea  as  to  certain^ elements  that  aie  indispensable. 
I  do  not  beheve  that  it  as  possible  to  form  an  accurate  idea  as  to  the  value  of  minor 
elements. 

The  widely  scattered  risk,  the  joint  liability  of  the  banks,  the  fact  that  the  margin 
creates  a  fund  broad  enough  to  operate  and  provides  an  adequate  guaranty  fund  and 
the  Government  supervision  and  control,  of  course,  are,  in  my  judgment,  the  out- 
standing features  that  are  attractive  to  purchasers. 

^J^'PV-''^^^^.?^'  Speaking  of  the  joint  liabiHty  of  the  banks,  if  you  will  permit  me, 
tiie  total  joint  liability  of  the  lianks  is  represented  by  the  $35,000,000  capital  stock,  is^ 
backed  by  the  S'35,000,000  capital  stock,  and  bv,  outside  of  the  actual  s^niritiee  they 
put  up,  this  habihty  on  the  guaranty  made  by  the  farm  loan  aaaodation? 

Mr.  LoBDELL.  No,  sir;  not  at  all.  \ 
Mr.  Stevexsov.  Now,  what  else  is  there? 

Mr.  LoBDELL.  The  farm  loan  association  in  youi*  district  can  under  no  circumstances 
be  made  nable  for  the  bonds  in  the  New  Orleans  distiict 
Mr.  Stevenson.  Yes,  but  it  is  liable  

^J^'  LoBDEix  (interposing).  Even  if  your  bank  becomes  liable,  they^can  not  extend 
that  liability  

Mr.  Stevenson  (interposing).  To  the  aseodation? 

Mr.  LoBDELL.  No,  sir. 

Mr.  Stevenson.  I  am  .dad  to  -et  that.  Then,  the  joant  liability  of  the  banks  is: 
backed  by  its  capital  stock  and  surplus? 

Mr.  LoBBEix.  And  undivided  profits;  by  its  free  assets;  ves.  sir. 

Mr.  Strong.  Mr.  Lobdell,  referring  to  my  question  on  the  subject  of  liability- 
Attention  has  been  called  to  the  fact  that  these  bond-selUng  agencies  who  refer  to  the 
double  liabihty  of  the  stodcholders  in  selling  bonds— the  point  I  wanted.to  make  was. 
whether  or  not  it  was  of  any  value  in  your  sale  of  the  bonds.  Of  course,  people  when 
they  pell  bonds  use  every  available  argument,  just  like  the  man  who  sells  anything 
else,  who  always  has  a  talking  point  and  alwavs  has  something  to  which  he  will  direct 
attention  when  making  the  sale.  They  have  to  sell  bonds  like  we  sell  goods;  have  to 
use  every  argument  we  can  think  of.  But,  do  you  think  that  liability  helps  you  to 
make  these  bond  issues?  ^      r  ^ 

Mr.  LoBDsix.  Well,  that  becomes  again  a  matter  of  opinion.  My  judgment  is  that 
It  is  not.  But  my  judgment  may  be  influenced  by  the  fact  that  I  know  it  has  na 
potential  value. 

Mr.  STRONPr.  If  it  is  the  practice  of  the  banks  to  buy  in  the  land  at  the  mortgage- 
foreclosure  sale  for  the  amount  of  the  mortgage,  then  the  opportunity  of  the  ba^  to- 

get  any  benefit  under  such  liability  is  rather  remote,  is  it  not? 
Mr.  LoBDELL.  Of  course,  it  is  impossible  in  such  a  case. 

Mr.  Strong.  As  provided  in  the  bill,  the  borrower  has  his  double  liability  if  it  i& 
made  through  an  agent  direct  through  the  bank. 
Mr.  LoBDBii.  Yes. 

Mr.  Wouhl  that  change^  do  you  think,  ot  affect  the  sale  of  the  bonds  in  any 

way?  ' 

Mr.  LoBDELL.  I  think  not;  I  do  not  think  it  is  a  factor  in  any  way. 

Mr.  Strong.  But,  in  either  event,  the  chance  of  the  borrower  under  this  system 
beino;  charged  with  a  double  liability,  or  being  made  to  pay  anvthing  under  such 
liability  is  rather  remote,  when  you  take  into  consideration  that  the  banks  generally 
bid  in  the  land  at  the  amount  of  their  claim? 

Mr.  LoBBEXj,.  ItbecomesimpoBcdble  under  those  circumstance. 

Mr.  Black.  I  just  wanted  to  ask  the  judge  one  question  with  reference  to  his  state^ 
ment  that  it  was  the  custom  of  the  banks  to  buy  land  in  at  foredosure  proceedings 
payinir  the  amount  of  the  loan.  Of  course,  I  understimd  and  appreciate  the  consOTva- 
tivepolicyof  the  F^raHandbankB^and  I  am  aewuming  that  that  i^irticwii  is  based  uposk 
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the  fact  that  the  lands  have  been  worth  the  amount  against  them;  in  other  words,  the 
question  that  I  wanted  to  ask  is,  if  it  should  be  the  judgment  of  the  officials  represent- 
ing the  bank  that  the  land  was  not  worth  the  money  that  was  loaned  on  it,  would  it 
still  be  the  custom  of  the  bank  to  buy  it  in  a-nd  bid  the  amount  of  the  loan? 

Mr.  LoBDELL,  And  absorb  the  loss? 

Mr.  Black.  Yes. 

Mr.  LoBDELL.  Of  course,  that  question  has  not  arisen,  because  of  your  first  statement. 
Mr.  Black.  Assuming  tnat. 

Mr.  LoBDELL.  The  banks  have  felt  that  the  intrinsic  value  was  there.  What  they 
would  do  if  they  felt  they  had  been  unposed  on  in  any  particular  loan  I  would  not 
want  to  answer. 

Mr,  Black.  I  am  just  assuming  that  they  might,  of  course,  be  imposed  upon  some- 
time and  get  hold  of  a  piece  of  land  that  did  not  have  the  value. 

Mr.  LoBDELL.  Here  is  the  general  theory  of  the  banks:  Of  course,  the  foreclosm© 
process,  as  you  will  realize,  Mr.  Black,  varies  greatly  in  the  States.  In  a  few^  of 
y  them  it  is  summary  and  the  land  is  dicqpoeed  of;  in  a  majority  dE  th^  there  is  a  period 

of  redemption.  When  the  bank  makes  a  bid  where  there  is  a  period  of  redemption, 
tiie  amount  that  it  bids  is  the  full  measure  of  its  recovery,  then,  without  r^ard  to 
letting  somebody  else  have  the  land  for  less  than  the  amount  involved.  Of  course 
it  can  not  recover  from  anybody  else  but  the  association,  even  though  the  land  has  a 
value.  So  that  it  is  a  matter  of  sound  business  policy  if  you  ha\  e  got  .'?3,000  mort- 
gage on  the  farm  to  cover  it  with  a  bid  rather  than  to  let  somebody  else  take  it  at  less 
than  that,  and  you  either  take  a  loss  or  enforce  yoiu:  liability,  if  you  can,  against  the 
asso  c  lat  ion 

Mr*  Stevenson.  You  would  do  that  by  deducting  frwn  the  dividends,  would  you 
not— tiie  amount  of  dividends  going  to  the  association? 

Mr.  LoBUELL.  No  such  case  has  ever  arisen.  That  would  be  the  only  metiiod  ot 
recovery,  either  by  that  or  the  enforcement  of  the  double  liability. 

Mr.  Stevenson.  When  an  association  is  in  arrears  or  any  of  its  stockholder'  are  in 
arrears  for  interest  and  amortization  payments,  do  you  not  deduct  from  the  dividends? 

Mr.  LoBDELL.  The  general  policy  is  to  apply  accruing  dividends  to  discharge  the 
unpaid  obligations  to  the  l^anks;  yes,  sir. 

Mr.  Stevenson.  You  have  the  dividends  of  all  liie  stockholders;  that  is,  accruii^ 
in  behalf  of  all  the  stockholders,  to  make  good  the  failure  of  one  bonoww  to  pay  hia 
amortization  payments? 

Mr.  LoBDELU  In  the  diiidends  due  the  association;  yes. 

Mr.  MacGreqob.  Would  you  not  first  take  a  deficiency  judgment  against  the  bor- 
rower on  his  mortgage  if  you  bid  the  property  for  less  than  the  amoimt  of  the  mortgage? 

Mr.  I.OBDELL.  You  would,  if  you  pursued  that  course. 

Mr.  MacGi?e(;oi{.  You  would  first  exhaust  your  remedies  against  the  borrower? 

Mr.  TvAWRENCE.  But  the  chances  are  you  would  bid  the  amount  of  tlie  loan;  that 
hais  been  your  policy. 

Mr.  LoBDBLii.  TbAt  has  been  our  ])olicy  ;  yes,  sir,  and  on  the  other  thTOry  that  the 
bank  is  a  loaning  oiganization,  that  its  appraisers  are  trained  and  that  it  is  privil^ed 
to  sav  "no"  without  local  influence  while  the  local  loan  committee  is  made  up  of 
neighbors  and  subjected  to  greater  pressure,  and  it  is  the  business  of  the  bank  to  see 
that  the  loan  is  good  before  they  make  it. 

Mr.  Lawrence.  I  would  like  to  ask  the  gentleman  a  question.  I  have  not  had  an 
opportunity  to  read  this  bill.  It  has  been  suggested  by  somebody  that  the  number 
of  directors  or  members  of  the  Federal  land  board  be  increased  from  4  to  6.  Would 
you  favor  such  an  increase? 

Mr.  LoBDKUi.  That  is  the  iHrovisicm  that  vna  under  discussion  in  connection  with 
the  so-called  Lenroot-Anderson  Bill,  adding  additional  work,  that  is,  the  so-called 
personal  credit  departm^t.  If  that  should  prevail,  the  additional  members  would 
be  very  helpful,  because  it  would  materially  add  to  the  burdens. 

Mr.  Lawrence.  Should  that  become  a  law,  of  course,  it  would  add  to  the  work 
i  of  the  board  and  it  would  be  really  necessary;  otherwise,  you  could  handle  the  work 

without  them? 

Mr.  Lobdell.  Yes* 

Mr.  Stevenson.  To  get  back  to  that  dividend  proposlticHi:  Witiii  the  association  in 
[  existence  and  the  borrowers  borrowing  through  the  association,  when  a  default  is 

made  by  one,  you  have  tiie  dividends  that  are  the  property  of  all  the  stockhcdders, 
ten  or  more,  to  immediately  apply  to  the  default  of  the  one? 

Mr.  Lobdell.  Yes.   It  is  a  very  fine  collection  agency. 

Mr.  Stevenson.  Is  not  that  a  very  valuable  feature? 

Mr.  Lobdell.  It  is  a  very  valuable  feature,  and  I  am  very  strong  for  the  associaiiou 
on  that  account.   It  is  a  very  helpful  collection  agency, 

Mr.  Stevenson.  It  strikes  me  that  you  can  get  one  consolidated  fund  there  from 
ten,  whereas  if  the  loan  is  made  by  a  fellow  direct  then  you  have  only  his  divided* 
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to  apply  to  liis  default,  and  tliat  is  whore  the  interliability  of  all  the  stockholdera  in 
ail  association  is  very  helpfui  to  the  bank. 

Ibr.  LoBD£iii.  That  is  where  the  guarantee  of  the  association  is  helpful,  yes,  un- 
questionably so;  and  that  is  the  outstanding  virtue  of  the  aasociation.  It  is  a  splendid 
collection  machine,  unquestionably. 

Mr.  Stevenson.  And  the  defoiuts  are  held  down  to  a  very  low  figure  as  a  result 
of  that,  are  they  not? 

Mr.  LoBDELL.  In  many  cases — of  couree,  we  have  a  whole  lot  of  associations  that 
are  iiisolvent  if  we  chose  to  make  them  so.  But  it  is  a  very  splendid  piece  of  collection 
machinery. 

And,  if  1  may  digress  a  moment,  not  that  it  bears  particularly  upon  the  issue:  I  have 
noted  a  statement  made  here  attributed  to  myself,  that  if  1  coiud  not  destroy  or  get  i 
rid  of  the  Farm  Loan  Association  I  would  leave  the  service.  Not  that  it  is  a  material 
statement,  but  lest  it  should  be  said  that  it  had  been  made  at  a  hearing  at  which  I  was 
a  witness,  and  that  I  had  failed  to  challenge  it,  I  want  to  say  tJbat  any  such  state- 
ment is  mere  fipnent  of  the  imai^ination,  and  I  call  to  witness  my  three  democratic  ft 
colleafjues.  lio  have  been  associated  ^vith  me  since  1  relinquished  the  work  of  dealing 
wtli  the  associations,  that  1  have  faithfully,  diligently  and  to  the  best  of  my  limited 
ability  sought  to  promote  and  ox])and  the  workings  of  the  association  and  have  ren- 
•dered  them  every  elloit  in  that  direction. 

Mr.  Stevenson.  Judge,  I  have  not  heard  that  statement  made  by  any  member 
of  the  committee.  I  tihink  possibly  some  witness  made  the  statement  that  they 
had  heard  that  made. 

Mr.  LoBBEiiL.  You  haA  e  my  statement  now,  and  let  me  say,  further,  that  the  idea 
that  a  su<westion  of  the  legal  method  of  li(|uidating  an  association  bears  with  it  hos- 
tility to  the  association  or  a  determination  to  cripple  the  association  is  an  a])surdity. 
You  gentlemen  who  drafted  the  Federal  farm  loan  act  cont(*mj>lated  the  liquida- 
tion of  associations;  you  ))rovided  what  should  l)e  done  with  their  funds  when  they 
did  liquidate,  but  by  an  oversight  you  did  not  set  up  the  macliiner^'  for  liquidation, 
did  not  provide  how  or  under  what  circumstances  they  might  hquidate.  So  fur 
as  the  iaim  loan  act  is  concerned,  they  can  liquidate  only  throi^h  pi^ocedure  in  in* 
solvency.  When  an  association  dwindles  down  to  nine  members  by  death  or  sales, 
there  is  no  method  of  winding  up  that  association.  This  bill  provides  that  and 
nothing  more.  The  same  omission  occurred  as  to  joint-stock  land  banks,  and  you 
made  ]^io\'ision  for  their  liquidation  by  an  amendment  to  the  farm  loan  act  more 
than  two  years  ago. 

*  Mr.  Strong.  Mr.  Loudell,  just  in  that  connection,  in  the  paper  called  ''Labor", 
published  in  Washington,  D.  0.,  and  dated  January  13,  I  find  on  page  2  the  follow- 
vag  under  the  title  Scheme  to  trick  cooperatives  is  afoot,  says  Be^.''  Wisconsin 
Connessman  declares  land  bank  bill  is  not  to  aid  farmers. 

"Representative  Joseph  T>,  Beck,  stanch  Progressive  from  tlie  seventh  Wisconsin 
district,  has  written  a  letter  to  cooperative  farm  organizations  in  the  Northwest  chaig- 
in*?  that  the  Stronq:-Xorbeck  bill  now  pending  in  Congress  will  destroy  the  cooperative 
features  of  the  farm  loan  act. 

**Beck  is  a  *dirt  farmer '  in  ^'enlon  ( 'ounty.  Wis.  He  has  written  the  National  Farm 
Loan  Association  and  other  organizations  declaring  it  will  be  a  fatal  mistake  to  amend 
the  law  as  desired  by  the  backers  of  the  Strong  bill. 

''This  bill  and  its  companion  in  the  Senate  introduced  by  Senator  Norbeck  are  so 
vicious,"  Representative  Beck  states,  ''that  I  could  write  many  pages  and  not  do 
justice  to  the  farmers'  interests. 

"Briefly  summarized,  this  bill  will  do  exactly  what  the  American  Bankers'  Associa- 
tion, the  big  life  insurance  companies,  and  private  financial  interests  generally  wish 
to  have  done,  namely,  destroy  tlie  cooperative  features  of  the  farm  loan  a^'t.  which 
features,  if  continued  in  force  and  properly  administered,  iuaure  exceedingly  low 
interest  rates  to  the  farmers. 

'  Let  me  say  that  some  of  the  men  who  have  been  on,  or  are  now  on,  the  Federal 
J*arm  Loan  Board,  are  not  good  friends  of  cooperative  farm  finance. 

''Judge  Lobdell,  farm  loan  comnods£ioner,  repeatedly  has  boasted  that  he  would 
eliminate  the  cooperative  national  farm-loan  associations  or  resiirn  from  the  board. 
He  is  behind  and  was  instrumental  in  drafting  the  Strong  bill.    The  bill  embodies 
every  bad  provision  recommended  in  the  board's  fifth  annual  report.    Over  800  ^ 
national  farm  loan  associations  prote^-red  aijainst  these  recommendations  of  the  board. 

^'The  bill  will  place  permanently  the  12  Federal  land  banks  in  the  control  of  the 
Farm  Loan  Hoard.  You  stockholders  own  nearly  90  per  ceiit  of  the  stock  in  these 
banks  and  will  soon  own  all  of  it.  If  this  bill  is  enacted  into  law,  you  will  be  deuie4 
for  all  time  any  voice  in  the  management  of  these  banks." 

Having  had  an  opportunity  to  have  some  acquaintance  with  Congressman  Beck, 
and  believing  him  to  be  a  most  fair-minded  man  and  a  man  of  pretty  mod^wte,  safe 
views,  I  went  immediately  to  see  him.  I  found  that  he  sent  out  a  letter  as  a  result 


263 


•of  the  propaganda  of  the  gentl^Eoen  that  have  been  ap])earing  before  this  conunittee 

-against  the  bill,  who  are  the  organizers  of  this  National  Federation  oC  Farm  Laan 
Associations,  that  represents  300  of  the  4,(]00  aasociations  of  this  system. 

I  went  carefully  over  the  bill  with  him,  and,  to  my  amazement,  when  I  finished  he 
practically  endorsed  the  bill.  1  do  not  want  to  say  he  indorsed  all  the  ]>rovision8. 
He  is  very  much  in  favor  of  raising  from  $10,000  to  |25,000;  he  is  verv  much  in  favor  of 
the  appointment  of  agents,  as  he  said  it  was  one  of  the  things  needed  in  his  i>art  of  the 
country,  where  the  formers  could  not  get  served  througli  the  farm  loan  associations 

^ae  he  would  Uke  to  have  l^m  served.  He  seemed  to  tskvor  ^e  sale  oC  the  bcmda 

throus^  a  central  selling  agency. 

When  1  asked  him  particularly  re.eardinp:  the  turning  over  of  the  system  to  the  bor- 
rowers, he  seemed  to  be  impressed  witJi  tlie  value  of  having  the  Government  retain 
fiuper\'ision,  because  of  the  benefit  it  nii.irht  l>e  in  the  minds  of  the  bond  buyers  who 
would  buy  the  bonds.  He  said  he  miglit  like  to  have  a  different  s\slem  of  electing 
the  seventli  director,  but  he  had  evidently  been  imi^osed  upon  by  tlie  i»ropaganda 

•<rf  the  men  promoting  this  association;  in  talking  with  him  I  found  he  was  a  very 
dose  friend  and  had  a  great  deal  of  confidence  in  Mr.  Herbert  Quick,  of  his  own  dis* 

Irict;  and  I  informed  him  that  Herbert  Quick  had  been  before  Uiis  committee  in  the 
interest  of  this  bill^  aad  against  the  assodatum  £»m  whidi  he  bad  gotten.hia  in£(Hr- 

Tnation. 

Mr.  Stevenson.  Will  the  firentleman  vield  one  minute? 

Mr.  Strong.  In  just  a  moment.  Congressman  Beck  has  since  had  a  conference 
with  Herl)ert  Quick,  and  I  regret  very  much  that  I  was  unable  to  get  in  touch  with 
him  tliis  morning  so  that  he  might  make  a  statement  for  himself  before  the  coniniittee. 
I  just  want  to  call  attention  to  this  propaganda  and  how  they  are  trying  to  mislead 
the  people  of  the  country. 

Mr.  Stbagall.  Was  that  put  in  the  record  here? 

Mr.  Strong.  It  was  publidied  in  the  pap^  called  Labour,  and  amt  out  Inioad^ 

»cast  all  over  the  countrv. 

Mr.  Stevenson.  You  read  it  into  the  record  here? 

Mr.  Strong.  I  read  it  into  the  record,  because  Judge  Lobdell  has  just  denied  that 
he  ever  made  any  such  assertions  as  are  attributed  to  him  in  this  article,  and  I  wanted 
to  show  where  such  reports  are  coming  from. 

I  want  to  say  further  to  this  ccMnmittee,  and  I  want  to  cidl  to  yoiu-  attention,  Jud^e 
Lobdell*  and  ask  you  if  titiere  is  any  intention  or  attraipt  to  do  any  of  the  tilings  by  this 
bill  that  are  chafed  there  in  that  article. 

Mr.  Lobdell.  I  have  not  seen  the  article.   As  you  read  it,  unqualifiedly  no. 

The  Chairman.  Judge  Lobdell.  if  you  will  proceed. 

Mr.  Lobdell.  What  I  have  said  in  reference  to  liquidations  and  its  effect  on  the 
future  applies  equally  to  the  suggestion  of  establishing;  agencies  where  there  are  no 
associations  or  where  existing  associations  fail  to  function.  In  nearly  every  section 
of  this  country  that  condition  exists.  In  the  State  of  Iowa  the  joint-stock  land  banks 
are  getting  more  losms  und^  $10,000  than  the  Fed^nal  land  banks.  There  can  be  but 
two  answ^:  FuBt«  that  they  have  more  widely  scattered  agrames,  they  have  ae^ciea 
where  the  Federal  bank  does  not  have  associations,  and,  of  course,  the  other  is  tnat  the 
borrower  prefers  to  avoid  the  association.  But  the  outstanding  feature  is  that  they 
are  in  every  corner  of  the  State  and  the  Federal  bank  is  only  in  such  communities  as 
the  association  has  organized  or  has  10  borrowers  who  can  get  together  at  an  identical 
time  and  organize.    Mr.  Corey,  you  know  the  facts  there;  is  that  a  correct  statement? 

Mr.  Corey.  That  is  correct. 

Mr.  Lgbdeljj.  It  is  merely  a  question  of  service.  If  the  committee  has  any  doubt 
about  the  propriety  of  extending  that  service,  the  board  has  no  tenacity  of  purpose  in 
it.   It  does  not  affect  our  peisonnd;  we  are  cconf (Stable. 

Mr.  Strong.  The  gentlemen  representing  this  National  Fed^tion  of  Farm  Laon 
Associations  have  su^^ested  that  mis  power  of  appointing  agencies  would  be  used  to 
break  down  and  destroy  existing,  properly  managed  farm-loan  associations,  because  it 
was  charged  you  were  opposed  to  them.    Now,  there  is  nothing  in  that,  is  there? 

Mr.  Lobdell.  That,  of  course,  implies  bad  faith  in  the  Farm  Loan  Board,  and  I 
am  sure  there  is  none  on  the  part  of  my  associates  and  you  gentlemen  can  judge  aa  to 
myself. 

The  Chairman.  After  all,  Judge,  this  bill  proposes  to  focilitate  the  getting  of  the 
money  from  fhe  investing  public  to  the  farmer. 

Mr.  Lobdell.  So  far  as  those  features  are  concerned  it  cantraiplates  that  and 
nothing  else,  Mr.  Chairman. 

The  Chairman.  That  would  be  beneficial  to  the  farmers,  would  it  not? 

Mr.  Lobdell.  We  Uiink  so.  We  think  it  would  ex,tend  the  service  where  service 
is  now  denied. 
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TheCHAiBHAK.  Ib  ollierwoids,  it  wiU  be  cutting  out  the  iidd  tape  aad  bringing  th^ 
investor  clea»  to  the  fiumer  uid  stiai^teidng  out  a  lot  of  the  thuigs  that  now  make 

trouble? 

Mr.  LoBDELL.  That  has  been  our  hope,  and  it  is  our  hope  and  belief,  and  nothing 
else  is  contemplated.  And,  let  me  repeat  that  the  Farm  Loan  Association,  while 
personally  I  do  not  regard  it  as  the  most  direct  and  expeditious  method  of  getting 
money  to  the  borrower,  is  working  in  the  main  satisfactorily;  a  very  large  per  cent 
of  them  are  in  competent  hands  and,  as  a  collecting  agency,  it  is  very  helpful,  and  there 
is  no  disposition— 1  iSiink  I  know  tibiere  is  no  disposition— on  the  part  of  any  member 
of  the  present  board,  and  it  is  inconceivable  there  should  be  on  any  board,  to  impair 
the  functioning  of  the  farm  loan  associations.  It  is  our  desire  that  Ihe  service  of  the 
system  could  go  wherever  there  is  good  security  and  gotten  without  the  assodation  if 
an  assof  iation  can  not  be  organized;  and  it  is  like^vise  our  desire  that  where  an  asso- 
ciation has  broken  down,  as  far  as  functioning  is  concerned,  either  because  the  bor- 
rowers have  satisfied  themselves  and  do  not  want  to  allow  anybody  else  in,  or  for 
any  other  reason,  that  the  privilege  of  service  be  extended  to  that  community  through 
the  agency.   We  are  contented  to  leave  that  with  you. 

Mr.  SmoNO.  The  other  provisions  of  the  bill,  Judge  Lobdell,  are  for  the  purpose 
of  more  pomtively  continuing  its  reduced  interest  rates  to  the  fanner,  are  they  not? 

Mr.  LoBDBix.  Yes,  sir.  Let  me  turn  a  moment  to  the  question  of  this  loan  lizuit 
and  remind  you  gentlemen  that  provisions  of  the  present  bill  have  been  twice  recom- 
mended by  the  Farm  Loan  Board.  That  ou.G:ht  to  be  a  definite  statement  of  our 
attitude.  This  is  the  third  time  that  we  have  united  in  such  a  recommendation. 
This  bill  in  its  tentative  form  was  discussed  in  a  conference  with  the  President's 
Federal  land  banks,  and  they  with  the  board  agreed  upon  the  recommendations  that 
nehere. 

Judge  Towner  has  very  well  stated  the  situation  that  exists  in  his  State,  as  it  exists 
in  many  others,  and  there  i^ould  be  no  disturbance  about  the  thought  of  the  increase 
of  tax-free  securities  in  connection  with  the  increase  of  the  loan  limit,  because  the 
$10,000,  $15,000.  820,000,  and  $25,000  loans  that  are  made  through  the  insurance 
company,  which  is  the  principal  consumer,  become  immediately,  essentially,  if  not 
entirely,  tax  exempt.  That  is  a  thought  that  you  gentlemen  can  well  afford  to 
meditate  upon.  The  commercial  market  for  farm  mort^^ages  is  the  life  insurance 
company,  the  mutual  savings  banks,  the  charitable  institutions,  and  the  endowed 
educational  institution,  all  of  which  enjoy  practical  inununily  from  taxation. 

Mr.  MacGbegor.  Have  you  not  changed  your  mind  about  mis,  Judge? 

Mr.  Lobdell.  We  have  changed  our  mindis  apparently  twice,  I  shoidd  say. 

Mr.  MacGregor.  You  have  changed  it  inside  of  a  year,  have  you  not? 

Mr.  Lobdell.  We  have  changed  it  twice  inside  of  a  year.  The  circumstances  of 
that  change  are  these,  Mr.  MacGregor:  This  measure  came  btitore  the  Senate  in  a. 
bill  introduced  by  Senator  Kenyon  somewhat  less  than  a  year  ago,  if  I  remember 
correctly — approximately  a  year  ago,  at  the  time  when  the  Federal  land  banks  were 
not  in  ftmds  sufficient  to  make  the  loans  for  $10,000  and  less,  and  we  said  very  posi- 
tively at  that  time,  notwithstanding  our  previous  recommendationB  and  our  belief 
in  the  fundamental  principle  involved,  we  did  not  ymat  to  und^toke  to  msJce  any 
$25,000  loans  until  the  atmosphere  cleared. 

Mr.  MacGregor.  Do  you  think  that  alters  the  idea  of  Mr.  Strong  of  several  years 
ago  that  the  increase  to  $25,000  would  raise  the  price  of  already  high  land  in  Kansas? 

Mr.  Lobdell.  I  have  never  heard  that  idea  as  coming  from  Mr,  Strougi  I  do  not 
know  anything  about  his  idea. 

Mr.  Strong.  I  would  say  to  you  now  that  I  would  like  to  have  them  ndsed;  it  is 
about  the  only  chance  the  fanners  have  to  get  ahead  a  dollar. 

Mr.  LoBDEiiii.  In  this  connectibn}  let  me  rdterate  what  I  said  at  a  former  hearingr 

One  of  the  fundamental  purposes  of  the  farm  loan  act  was  to  develop  the  fam*'^ 
tenant  into  the  farm  owner,  and  I  am  firmly  impressed  with  the  idea  that  he  ought 
not  to  be  relegated  to  cheap  lands  if  he  can  get  together  enough  money  to  make  a  half 
payment  on  an  Iowa  or  Illinois  farm  or  a  good  plantation  in  your  State^  Mr*  Steagall^ 
or  yours,  Mr.  Black,  he  ought  not  to  be  set  back. 

Mr.  Black.  That  is  true,  Judge  Lobdell,  but  here  is  the  danger  that  suggests  itself 
to  me  of  raiding  this  loan  limit  so  high:  If  you  take  the  States  where  the  area  consists 
of  i)Oorer  class  of  land,  of  course,  he  can  get  a  good  farm  unit  within  the  present  loan 
Umit.  On  the  other  hand,  the  only  memod  that  I  can  figure  out  for  increasing  the 
number  of  home  owners  in  States  Iflce  Iowa  and  Illinois  is  to  decrease  the  farm  unit, 
I  am  not  here  to  say  that  that  is  the  practical  thing  to  do;  I  am  not  speaking  as  an  ex- 
pert. But  I  know,  as  a  general  fact,  that  the  only  way  is  to  decrease  the  size  of  the  farm 
imit.  Now,  if  we  go  ahead  and  fit  the  farm  loan  system  so  it  will  absorb  a  farm  of  the 
size  that  would  be  represented  by  a  gross  A'aluation  of  $50,000  or  above,  it  looks  like  to 
me — and  that  is  the  way  it  has  appeared  to  me  all  along — we  are  liable  to  do  something- 
that  would  very  seriously  set  back  the  underlying  pmpose  of  the  law. 
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Mr.  Lobdell,  That  is  a  thought  that  should  be  taken  note  of.  But  our  economists, 
not  of  the  farm  loan  board,  but  our  agricultural  economists,  tell  us  that  in  Iowa,  sections 
of  Missouri,  Nebraska,  and  Kansas  the  economic  imitis  2,000  acres;  that  their  type  of 
agriculture  does  not  laid  its^  to  {HtriBlteble  foiming  of  a  smaller  unit.  To  use  your 
figures,  a  200-acre  farm  at  1250  an  aa?e,  idiieh  is  a  modeM  price  in  many  sections^ 
cost  $50,000. 

Mr.  Black.  Still,  I  understand  the  Farm  Loan  Board  has  wtsd^y  adopted  the 

policy  of  not  loaning  more  than  $100  an  acre. 

Mr.  Lobdell.  Yes,  we  have. 

Mr.  Black.  Which  would  finance  160  acres  on  a  $16,000  limit,  which  has  been 
Mentioned  heore  by  Judge  Towner. 

Mir.  Loansix*  That  would  be  the  limit  on  any  land  used  for  general  agrctdtural 

purposes. 

Mr.  Black.  There  is  the  other  feature.  Judge,  about  this  increased  loan  limit. 
Have  you  looked  into  the  statistics  to  find  out  what  percentage  of  the  form  loans  of 
the  Nation  would  be  included  in  the  loan  limit  of  $25,000?  Are  there  any  atatisticfi 

upon  that? 

Mr.  L  OBDELL.  In  that  connection.  Mr.  Black,  I  asked  Secretary  Wallace  to  ijive 
me  a  typical  high  class  Iowa  county —that  is  the  eection  muchaffected— and  he  named 
the  county  of  Cherokee;  and  I  communicated  with  the  register  of  deeds  of  that  county, 
and  from  him  obtained  what  he  fortunately  happened  to  have  a  card  index  of,  of  all 
mortgages  in  the  county,  which  might  perhaps  be  of  some  vcdue  to  you. 

Mr.  Black.  I  would  like  to  have  those  facts. 

Mr.  Lobdell.  That  showed  that  in  Cherokee  County  a  total  of  1,627  farm  mortirages 
mforce:  1,057  were  $10,000  and  below;  306  were  above  SI  0.000,  and  below$]5  000:  154 
above  $15,000  and  including  $20,000;  210  above  $20,000:  80  of  those  being  between 
«20,000  and  $25,000. 

Mr.  Black.  That  confirms  the  impression  that  I  have  had,  that  if  we  increase  this 
1^  litnit  to  $25,000,  we  will  make  it  potentially  possible  for  probably  95  per  cent 
of  the  fam  loans  in  the  United  States  to  be  ultimat^y  financed  in  the  farm-loan 
system. 

Here  is  the  thought  that  I  have:  At  the  present  time,  the  market  freely  absorbs 
farm  loan  bonds.  But  naturally  the  more  loans  that  can  be  financed  in  the  system 
the  greater  will  be  the  demand;  the  greater  will  be  the  bond  offerings:  and  I  am 
taking  it  tliat  there  Avill,  at  least  in  such  periods  of  time,  be  less  alnlitv  to  absorb  these 
bonds.  ^  The  lack  of  demand  would  probably  raise  the  interest  rate  or  make  it  altogether 
impossible  to  mai^et  them  as  rapidly  as  the  loan  requirement  make  it  necessary. 
Then  the  inquiry  will  be  which  class  of  bmowers  will  be  served  first.  The  natural 
disposition  of  any  business  man  is  to  serve  the  more  settled  unit,  the  more  profitable 
enterprise  rather  than  the  one  that  is  not  such  a  well-going  concern ;  and  I  fear  that  we 
open  up  an  avenue  here  that  night  ultimately  work  to  the  injury  of  the  small  bcmKywer. 

Mr.  Lobdell.  I  would  not  lend  my  consent,  if  I  thou£;bt  so,  Mr.  Black. 

Mr.  Black.  I  am  sure  of  that. 

Mr.  Lobdell.  Allow  me  to  suggest  as  bearing  on  the  question  of  the  market,  that 
the  joint  stock  is  in  that  field,  running  up  to  $50,000,  where  we  impose  an  arbit  rary  1  imit ; 
and  allow  me  to  suggest  also  that  the  Fed^l  land  bank  is  not  a  profit-making  public 
mevice  institution :  and  the  Farm  Loan  Board  took  positively  the  stand  to  which  Jfr. 
MacGregor  has  called  your  attention,  that  it  thou^t  the  service  should  go  to  the 
little  fellow  rather  than  to  the  more  profitable  loan;  and  I  think  that  any  farm  loan 
board  or  any  bank  management,  if  the  exigency  you  suggest  azose,  and  theie  was  not 
money  enough  to  go  around,  would  arbitrarily  fix  a  limit 

Mr.  Black.  There  is  this  other  thouirht  I  have  that  was  brought  out  bv  >Tr.  Lvm.an  in 
his  testimony,  that  if  the  law  is  kept  as  at  present— I  do  not  know  that  he  emphasized 
the  pr^ent  loan  limit,  but  that  is  the  thought  I  have  in  mind— that  by  tliese  offer- 
Imb  being  limited  there  will  be  such  a  keen  demand  for  Ihem  that  the  interc  st  rate 
will  gradually  go  down,  and  ultimately  the  man  <rf  small  means  y^o  really  does 
want  to  purchase  a  home  will  be  able  to  do  it  at  a  very  low  rate  of  interest.' 

I  have  the  thou^U  that  even  if  he  can  still  be  served  that  the  interest  rate  will 
not  decline  as  much  as  it  wouUl  decline  if  we  make  such  largo  offerings  as  will  be 

s  increased  demand,  and  that  even  if  the  pmall  borrower 
can  still  be  accommodated  that  he  will  be  accommodated  at  a  larirer  rale  of  interest 
than  would  otherwise  be  the  case  if  he  maintained  the  present  loan  limit. 

Ur.  Lobdell.  TbsA  could  work  both  ways, Mr.  Black.  It  is  conceivable  that  the 
market  may  be  overloaded.  I  hardly  think  so.  But  the  addition  of  the  larger  loans, 
with  its  wider  margin  profit,  as  to  overhead,  should  ultimately  enable  the  banks  to 
operate  on  a  narrower  margin  and  result  in  the  lowerix^  the  mtes,  even  wWi  the- 
present  bond  rates.    Did  T  make  myself  rlear? 

Mr.  Black.  Yes,  perfectly.  I  have  heard  that  aigum^  advanced* 
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Mr.  LoHDELi..  That  is  soiind,  Mr.  l^lack. 

Mr.  Black.  There  is  thie  one  question  that  I  wanted  to  ask  without  specie!  refer- 
ence to  the  loan  limit,  but  while  I  think  of  it,  for  the  record;  I  do  not  know  that  it 
has  been  explained  exactly;  we  might  be  aeked  to  do  so  on  the  floor  of  the  House. 
When  $75,000,000  bonds  are  offered,  as  was  the  recent  case,  1  want  to  know,  ior  my 
own  information— I  presame  that  those  are  bonds  of  the  different  banks^  are  they? 

Mr.  LoBDELL.  Yes. 

Mr.  Black.  In  other  words,  a  certain  number  of  them  are  from  Texas  and  a 
certain  niunl)er  from  the  bank  of  (^maha,  etc.? 

Mr.  LoBDELL.  They  are  composite  offerinirs  of  all  the  banks.  We  had,  just 
before  this  offerinir,  as  we  always  have,  a  conference  of  the  bank  presidents, 
and  they  took  stock  of  their  anticipated  needs  until  such  approximate  time  as 
seemed  proper  for  a  ceding  offer  in  four  or  five  or  six  months,  as  the  case  might 
be,  and  each  one  contributed  to  the  total  of  $75,000,000  all  that  he  thought  that 
he  was  going  to  need.  That  is  the  method.  There  is  no  loi^ier  any  allotment  by  the 
board. 

Mr.  Black.  The  bond  buyer,  T  presume,  does  not  specify  the  particular  bank  bonds 
that  he  desires,  but  if  he  subscribed,  we  will  say,  for  $25,000  in  bonds,  he  may  get  the 
bonds  of  the  Texas  bank  or  he  may  get  the  bonds  of  the  ( )niaha  hank? 

Mr.  LoBDELL.  That  is  right;  yes,  sir.  A  steady  campaign  has  been  carried  on  and 
effectively  now  to  disseminate  the  idea  that  the  bonds  in  strength  are  identical  because 

the  mutual  underwriting. 

Mr.  Black.  Because  aU  of  the  banks  are  liable  for  the  bonds  of  each? 

Mr.  LoBDELL.  Yes. 

Mr.  WiNGO.  Mr.  Lobdell,  as  I  understand  your  idea  about  doubting  the  wisdom 
heretofore  of  raising  the  maximum  limit,  was  based  upon  your  fear  at  that  rime  that  the 
bond  market  was  too  narrow  in  volume,  and  that  it  was  thought  best  at  that  time  to 
hold  down  the  limit  until  siu  h  time  as  the  market  widened,  and  you  think  the  market 
is  widened  now  sufficiently,  so  that  there  will  be  autUcient  absorption  of  the  issues  to 
take  care  of  these  laiger  loans  without  putting  a  check  upon  the  intention  and  the 
capacity  of  the  banks  to  take  care  of  the  smaller  loans? 

Mr.  LoBDEiii.  At  tlmt  time,  Mr.  Wingo,  we  had  just  emerged  from  15  months  of 
suspension.  Even  the  5  per  c^ts  were  in  the  market  as  low  as  9(i,  and  reacted  to 
only  98 after  the  favorable  decision.  We  had  made  an  offering  of  $40,000,000  agains 
the' judgment  of  the  s>Tidicate  managers,  who  were  so  positive  that  we  were  over- 
selling the  market  that  they  insisted  on  a  personal  conference  with  Secretary  Mellon, 
and  said  to  him  that  they  must  be  absolved  from  the  responsil)ility  of  failure.  That 
was  the  condition  of  the  market.  I  would  say  it  took  three  months  to  accomplish, 
and  our  next  succeeding  sale  took  30  days,  which  showed  a  slight  reaction. 

We  not  only  had  that  ad  verse  market  condition  to  contend  with,  but,  as  you  know, 
we  had  accumt^ted  an  overwhelming  volume  of  business,  and  we  had  both  of  those 
problems  to  &ce;  and  until  both  of  those  were  satisfoctcvily  cleaied  up  we  did  not 
want  to  have  any  added  dilfirulties. 

We  had  felt  and  w^e  do  feel  that  the  results  of  the  litigation,  the  wider  advertisement 
and  the  continued  distribution  of  the  bonds  has  brought  them  into  such  favor  that  in 
the  absence  of  hostile  legislation  or  adverse  conditions  growing  up  within  the  banks, 
and  with  the  enactment  of  this  legislation  for  their  permanent  organization  there 
should  always  be  a  bond  market  practically  egui^  to  the  borrowmg  demand— of 
course,  not  necessarily  at  the  same  rate  at  all  tunes,  as  the  market  must  flw^tuate 
with  money  rates. 

Mr.  Wingo.  What  was  your  last  issue  that  you  just  put  out? 

Mr.  Lobdell.  $75,000,000  of  4i's. 

Mr.  Wisr.o.  At  lOiV 

Mr.  LoBUELL.  Yes. 

Mr.  Wingo.  And  they  went  very  readily.   That  was  immediately  taken  up  by 
distributers  and  seems  to  be  pretty  well  taken? 
LoBVMLL,  Yes. 

Mr.  Wingo.  You  think  you  have  absorbed  the  accumulated  jamb  that  was  oc- 
casioned by  the  tie-up  of  the  ^stem,  and  that  the  market  has  also  broadened,  and 
that  the  time  has  come,  when,  in  your  judgment,  it  would  be  perfectly  safe  to  increase 
the  maximum;  that  vou  feel  like  you  would  have  no  trouble  then  in  floating  your 
bonds  in  a  suffici^t  amount  to  take  care  of  the  small  and  the  larger  borrowers.  Is 
that  your  idea? 

Mr.  Lobdell.  Yes,  sir.  I  do  not  share  the  views  of  some  as  to  the  volume  of  the 
larger  loans  that  will  come  in.    I  do  not  think  it  will  be  as  large  as  has  been  antid- 

fated,  but  1  do  feel  that  it  is  fairly  illustrated  by  the  size  of  the  sale.   We  find  bond 
ouses  anxious  to  undertake  $75,000,000  sale  now  where  Ihey  all  but  refiased  940^> 
000  sale  18  monl^isago. 
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Mr.  Wingo.  Will  you  please  enlighten  me  on  this — I  am  frank  to  say  I  have  not 

got  the  force  of  the  argument  that  is  called  'competitive".  Just  how  is  there  going 
to  be  competition  between  the  joint  stock  land  banks  and  the  Federal  land  banks  of 
that  character  that  will  tend  to  aid  the  &kriner.   We  have  been  told  repeatedly  that 

it  will  accomplish  that  end. 

Mr.  Lobdell.  I  do  not  believe  1  got  your  question, 

Mr.  Wingo.  We  have  been  told  repeatedly  that  the  joint  stock  land  banks  and  the 
Federal  land  banks  have  to  compete,  and  that  you  can  not  have  it  unless  you  raised 
the  maximum.  Just  what  is  meant  by  that  "competitive"  didm?  I  will  be  fzank 
to  say  I  have  not  got  it  yet. 

Mr.  Lobdell.  I  do  not  think  I  quite  got  your  initial  statement. 

Mr.  Wingo.  The  initial  statement  is  this:  What  is  meant  b}-  ^'competition"  and 
what  would  be  the  practical  benefits  that  flowed  from  the  standpoint  of  the  fanner  by 
increasing  the  maximum  so  that  you  will  have  both  the  joint  stock  land  banks  and 
the  Federal  land  banks  authorized  to  make  the  same  sized  loans  in  a  wider  field? 

Mr.  Lobdell,  It  gives  him  the  choice  between  the  cooperative  system  at  a  lower 
rate  in  the  general  field.  There  is  only  one  nanow  field  where  the  joint  stock  land 
bank  is  making  the  same  rate.  In  your  State  the  joint  stod:  is  charging  8  per  cent^ 
and  Mr.  Black%  State,  while  the  Federal  bank  is  runnii^  5},  with  hbend  dividmid 
return. 

Mr.  Wingo.  Do  you  think  if  we  increase  the  maximum  ^hat  that  will  make  the 
joint  stock  land  i  tanks  come  down  to  5|? 
Mr.  Lobdell.  Well,  I  do  not  know. 

Mr.  Wingo.  That  would  be  the  only  effect  of  competition.  T  am  thinking  of  the 
word  "comfjetition"  in  the  ordinary  sense.  Competition  in  theory  would  not  be 
worth  an3rthing  to  the  farmer.  If  by  competiticm  you  mean  that  the  joint  stock  land 
bank  would  meet  the  rate  of  tiie  Federal  land  bank,  by  cutting  down,  of  course,  that 
would  mean  a  practical  benefit  to  tile  fiumer,  but  can  wd  tiie  joint  8to<^  land 
bank  come  down? 

Mr.  Lobdell.  I  would  not  want  to  hold  out  that  hope,  Mr.  Wingo. 

Mr.  Wingo.  That  has  been  suggested  here,  because  the  only  difterence  to  the 
farmer  in  the  alternative  would  be  that  one-half  of  1  per  cent,  would  it  not? 

Mr.  Lobdell.  Yes. 

Mx.  Wingo.  And,  of  course,  that  is  something  naturally  attractive? 
Mr.  LoBDBix.  Yes. 

Mr.  Wmoo.  But  now,  upon  the  other  hand,  we  find  that  there  are  a  great  many 
people  who  prefer  to  go  into  the  joint  stock  land  bank,  ev^  though  one-half  of  1  per 
cent  raise,  for  reasons  that  need  not  be  enumeiated  hete.  So  you  do  not  hold  out 

much  hope  on  that  practical  suggestion? 

Mr.  Lobdell.  I  do  not  want  to  hold  out  any  hope  on  reduced  rate  on  the  part  of  the 
joint  stock  land  banks.  He  must  operate  in  relation  to  his  bond  sales  and  interest 
rate,  and  that  is  manifestly  affected  somewhat  by  the  territory-  in  which  he  operates, 
and  he  is  affected  also  by  the  commercial  competition  in  his  rate,  which  is,  again,  a 
question  of  territory. 

Mr,  Wingo.  What  is  there  to  this  suggestion  that  if  we  raise  the  maxunum  that 
that  would  put  the  loan  bank  into  fields  that  the  joint  stock  land  bank  have  not  gone 
into  yet?  Iwas  under  the  impression,  to  show  you  what  I  had  in  mind,  that  we  had  a 
large  number  of  joint  stock  land  banks,  and  the  prospects  of  a  great  many  more,  and 
that  they  were  in  actual  practice  covering  the  entire  farm  field.  Is  there  a  territory 
that  these  joint  stock  land  banks  are  not  in  and  that  they  are  not  going  into? 

Mr.  LoBDEUi.  It  is  very  narrow.  They  cover  pretty  much  tixe  whole  country. 
Tliere  are  two  or  three  .now  operating  in  vour  State. 

Mr.  WiNQO.  There  are  three  auttmized  to  do  busmess  in  my  State. 

Mr.  Lobdell.  Yes. 

Mr.  Wtnoo.  I  was  ju*  t  trying  to  get  at  it,  I  want  to  try  to  get  in  a  position  where 
in  logic  and  in  conviction  I  can  support  the  theory  that  there  is  some  benefit 
to  flow  to  the  farmer  from  raising  the  maximum.  That  is  the  point.  I  am  not  trjang 
to  controvert  the  proposition;  I  am  tr>dng  to  find  arguments  that  will  permit  me  to 
follow  the  line  I  would  like  to  follow.  I  would  really  like  to  go  along  and  say,  "We 
will  throw  the  whole  thing  open  and  let  any  farmer  have  whatever  amount  lie  wants 
and  let  him  come  into  the  oooperadve  system  if  he  wants  to. 

Mr.  LoBOBLL.  Both  will  accrue  in  your  territoiy  in  ttie  one-half  cent  differential 
in  the  rate;  and  it  will  react  in  the  hi^er  dividends  to  the  small  borrows  as  wdl 
as  the  large.    It  will  reduce  the  proportionate  overhead  of  the  bank. 

Mr.  Wingo.  I  appreciate  all  that,  but,  frankly,  here  are  two  things  that  have  held 
me  back:  One  was  theoretical  and  the  other  was  a  practical  thing.  The  abstract 
theory  that  I  had  had  with  reference  to  opposing  the  increase  was  one  that  you  are 
familiar  with,  that  the  original  intent  of  the  system  was  to  help  the  man  that  could 
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not  help  himself;  that  private  enterprise,  private  capital,  and  private  agencies  had  not 
set  up  an  agency  that  would  take  his  credits  to  the  market  u}»on  reasonable  terms 
that  he  could  stand,  and  that  when  Government  ao;encies,  such  as  the  joint-stock  land 
banks  and  the  insurance  companies,  go  out  and  give  the  loans  at  5  and  5^  and  6  per 
<^t--the  insuraa'ce  companies  charging  through  their  agents  1  per  cent  commission 
in  other  words,  getting  loans  at  6  per  cent— ttmt  there  was  no  justification  in  theory 
for  the  Federal  Government  then  to  set  up  an  agency  to  help  that  man,  because  he 
is  not  helpless.  That  has  been  the  abstract  propositum.  I  would  be  very  wiUing 
to  waive  that. 

The  other  proposLtion  that  came  to  my  mind  was  the  fear  that  Mr.  Black  has  ex- 
pressed thai  we  might — no  one  can  foresee  the  future — inside  of  six  months  time  face 
the  world  condition  or  domestic  condition  that  would  react  upon  the  market  so  that 

iron  would  even  have  difficulty  in  floating^  enough  bonds  to  take  care  of  the  §10,000 
oan  and  under.  There  is  the  real  practical  problem  that  bothers  me  now;  I  am 
willii^  to  waive  Uie  theoi^  of  the  other;  I  am  willing  to  be  as  patermdistic  as  anybody 
«lse  to  help  the  farmer.  But  you  think  that  the  situation  has  been  reached  whereby 
the  bond  market  will  absorb  all  the  offerings  that  you  will  be  compelled  to  make  to 
take  care  of  the  §10,000  loans  and  under;  and,  in  addition  thereto,  take  care  of  those 
who  want  between  §10,000  and  §25,000.  If  I  believed  that  you  could  do  that  I  would 
be  willing  to  go  along  with  you  and  waive  the  other.  If  you  believe  that  under  the 
practical  workings  of  it  you  would  have  no  difficulty  in  hnding  capital  for  investment 
in  sufficient  volume  to  readily  absorb  your  bonds,  as  you  issue  them  to  meet  the  needs 
of  all  of  them  up  to  and  including  $25,000, 1  would  say,  "  All  right;  we  will  tiirow  those 
other  theories  to  the  wind." 

Mr.  LoBUBUi.  Speaking  first  of  the  primary  theory^  I  think  it  was  pretty  prevalent, 
but  it  was  very  manifest  to  the  board,  in  an  analyses  of  its  problems  that  if  the  land 
banks  confined  themselves  in  their  operations  to  what  was  regarded  in  the  loaning 
world  as  undesirable  territory,  they  would  fall  into  discredit,  and  they  could  not 
market  their  bonds;  and  so,  as  early  as  the  formation  of  the  banks,  we  adopted,  as  our 
map  will  show — and  I  think  I  have  gone  over  this  with  you — the  practice  of  putting 
strong  and  weak  agricultural  States  together,  and  while  we  think  they  would  not 
make  any  loan  even  in  territory  that  was  regarded  as  not  so  desirable  that  was  not  100 
per  cent  good,  yet  we  balanced  those  all  tne  time  with  loans  from  unquestionable 
territor}^  and  we  think  that  policy  necessary  and  sound. 

On  the  question  of  the  future,  no  man  is  wise  enough  to  speak  with  certainty,  or, 
of  course,  to  say  no  threat  of  world-wide  calamity  seems  possible  at  the  moment,  but 
I  think  I  am  willinir  to  repeat  what  I  said  aAvhile  ago.  that  our  judgment  of  the  increase 
of  volume  tiiat  would  flow  from  this  legislation  is  that  it  would  not  be  such  under 
anything  like  a  normal  condition  as  to  at  all  interfere  with  the  service  of  those  who  are 
now  exclusively  eligible,  and  that  if  such  a  condition  did  arise  we  would  arbitrarily 
limit  the  service.  Of  course,  that  sort  of  a  permanent  policy  can  not  be  assured,  but 
that  is  the  policy  now. 

Mr.  WiNGO.  To  go  into  another  major  proposition  the  question  of  this  central  land 
bank,  I  am  not  yet  convinced  that  I  could  support  a  bill  with  that  provision  in  it. 
There  are  a  great  many  other  members  of  the  House  who  feel  the  same  way.  I  think 
they  can  l>e  l)roi!ght  to  accept  this  kind  of  a  plan,  which  is  predicated  upon  a  frank 
recognition  of  the  virtues  of  your  central  land  bank  scheme;  that  is,  in  theory  there 
will  be  an  advantage  in  having  the  central  issue  and  joint  liability  and  the  other 
incidental  benefits  it  is  no  use  to  enumerate.  But  that  all  that  could  be  done  by  a  plan 
Hiat  has  been  suggested  of  having  a  bond  division  in  yoiur  farm  loan  board  will  be 
presided  over  by  bond  commissioner,  who  shall  be  a  member  of  the  board,  and  that 
there  shall  be  an  advisory  committee  or  board  composed  of  the  presidents  of  the 
Federal  land  banks,  just  like  the  directors  of  your  scheme  here,  and  that  that  bond 
diWsion  should  be  composed  of  the  bond  commissioner  and  the  advisory  board,  and 
that  the  bond  issues  should  l)e  made  through  that  bond  division  would  be  approval 
of  the  board,  and  of  yoiu'  joint  issue,  just  the  same  as  you  have  imchT  your  central 
land  bank.  Have  you  contemplated  a  plan  of  that  kind,  and  do  you  think  you  could 
possibly  work  out  a  plan  of  that  kind  that  would  be  practicable  and  feasible? 

Mr.  LoBDBUi.  The  unsoundness,  if  it  be  unsound,  in  that  suggestion,  Mr.  Wingo, 
lies  in  a  divided  responsibility  in  the  farm  loan  board.  There  ought  to  be  created 
no  responsibility  in  which  eaoi  member  of  the  board  does  not  fully  share, 

Mr.  WixGO.  My  suggestion  was  that  what  they  should  do  would  1  )e  with  the  approval 
of  the  board.  The  idea  of  having  a  bond  commissioner — for  one  member  of  the  board 
is  just  exactly  like  you  now  have — you  will  allocate  your  work  better  in  the  practical 
working  of  it,  and  while  all  of  you  will  be  responsible,  one  man  will  devote  his  per- 
sonal attention  to  a  particular  phase,  just  like  in  the  Treasury  you  will  have  one  As- 
rastant  Secretary  that  will  be  at  the  head  of  one  particular  branch,  and  yet  the  Secre- 
tary of  the  Treasury  is  the  chief,  and  in  practical  working  he  takes  the  advice  and, 
lor  all  |»»ctical  purposes,  his  Asmstant  Secretaries  and  his  Undersecretary  constituto 


